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Executive Summary - Key Issues and
Recommendations

The Aspen/Pitkin County Housing Authority (APCHA) Program has been

successful in achieving its primary goal of housing those that work or have
over

worked in Aspen/Pitkin County. A n impressive and diverse inventory of

2,900 restricted units has been produ ced that is housing seasonal and long -term

workers, as well as workers in a representative mix of industries in the County.
APCHA housing is also affordable . Comparing incomes to home prices and rents

shows that the vast maj or iinlyomestheykdah@ffdlds r esi dent

most spending a far lower percentage of their income for housing than in peer

communities.

Employees express the benefit that this housing has had on the community and

its workers:

"[T]hanks for providing an opportu nity for people to
own/rent in A spen. [W]ithout the housing authority
Pitkin County would be a ghost town"! & Survey
Comment

"Keep up the good work. This is the most necessary
program we operate in the city/county. It is vital for

Survey Comment

the long term health an d exi stence &f

A

Despite APCHA®s positive impact,

created over the past 40 years has:

1 Contributed to the complexity of the program cre ating management

challenges and large staffing requirements;

1 Reduced transparency, created misconceptions and made it difficult for

residents to understand,;
T Made it di fficul't to evaluate
evidenced by the complexity of the analysis in this report;

1 Resulted in methods that are totally unique to Aspen, thereby limiting the
ability to learn from lessons in peer communities and work with State and

Federal programs when desired; and

9 Disproportionately served different types of employee households.

he

there is room f
housing program has evolved over the last 40 years along with the communities

it serves, some provisions in the Guidelines are no longer app licable. Other

additions have been made over the years to address shifting needs. While all

provisions at one time served important purposes, the patchwork of Guidelines

perfor manc

Navigate, LLC; WSW Consulting; Rees Consulting, Inc. Recommendations
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The following key issues and recommendations address major elements of
APCHAGs Gu dafferdability,eheme prices and how households qualify to
buy or rent APCHA housing. The overriding conclusion is that a major overhaul is
warranted. Minor adjustments will not address the problems identified. Also,
because the elements of the Guidelines are interdependent, changes cannot

be made to one without also changing much of the system. For example, prices
cannot be raised without est  ablishing an affordability standard. The basis for the
income categories cannot be changed as recommended without also

changing the method for qualifying households.

The following key issues and recommendations do not address several pressing
aspects of the housing program that were beyond the scope of this study, such
as how many or what type of units should be developed, the selection system,
how to grapple with retirees remaining in their APCHA homes and how to

address deferred maintenance. They do, h owever, highlight how the existing

Gui delines relate to the programds goal of servi
where the current system may be falling short of meeting that goal or not
functioning well, and what changes can be considered to improve APC HAG s

ability to meet the housing needs of the local workforce.

APCHAOs Affordable Housing Program

Inequities Serving Workforce Households
Issues:

Some segments of the workforce are presently under -served by APCHA
housing, including:

Couples with an d without children in both ownership and rental housing;
Persons that have been employed in the area for 4 -years or less;
Very low income renter households earning under $25,000 per year;
Higher income owner households earning between $100,000 to $200,000
per year; and

1 Many APCHA renters, particularly those earning under $50,000 per year,
are cost -burdened (paying over 30% of their income for rent).

=A =4 =8 =9

Recommendations:

9 Focus on serving lower income categories; higher income households
have more options for h  ousing.

1 Change the Guidelines as they pertain to income categories and the
dual qualification system as recommended below so that all types of
households are qualified for housing by the same method.

Navigate, LLC; WSW Consulting; Rees Consulting, Inc. Recommendations -9
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Incomes and Assets

Number of Income Categories
Issues:

9 Eight categories (including RO) are more than in any peer community.
Economic diversity has been achieved as a variety of income levels
are served through an assortment of product type and variety in
pricing; however, it does not appear that as ma ny categories are
needed to maintain this diversity. RO has served multiple purposes over
time and has units that are priced above, as well as within, Category
ranges. The assumption made that mobile homes would not
significantly appreciate if classified  as RO units proved to be incorrect.

1 The number of categories varies 0 four for rental and seven for
ownership plus RO. This complicates converting to alternative methods
for basing income categories.

Recommendations:

91 Develop clear policies for future RO units. RO units should be used for
housing above the highest priced -capped Category. Units priced
below Category 7 should not be classified as RO units, but rather fully
price -capped regardless of unit type. Tracking the level at which RO
unitsarepriced shoul d be done to allow evaluatio
inventory in the future. Using designati ons

1 Consolidate Categories 5, 6 and 7. About 3% of APCHAGS
and only 6% of households employed in Pitkin County are in these
Categories combined. Consolidating them into a single category
could simplify administration, but would require changes in the
Guidelines to reference recorded deed restrictions and education of
homeowners.

1 Add Category 5 for rental housing that largely re places Category 4.
The new category would be comprised primarily of households in the
upper end of Category 3, in which the highest number of APCHA
rental units are classified.

Navigate, LLC; WSW Consulting; Rees Consulting, Inc. Recommendations - 10
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Income Category Methodology
Issues:

Aspends uni gue i nc o meerivedafronesgcombinaian ofwe r e
five sources used in a difficult -to -replicate methodology and last

calculated 14 years ago. A new system is needed that can be easily

updated for simplification, transparency and compatibility with potential
State/Federal fund ing and to set prices/rents and m  aintain affordability

over time.

Recommendations:

Base Categories on AMI . The advantage to this is that it:

1 Is areliable, trusted and readily available data source;

9 Is updated annually by HUD, APCHA would need only to copy figures
into its documents;

1 Would reduce the complexity of the program;

1 Would more consistently maintain the relative affordability of

Categories over time;

1 Is consistent with Federal housing programs and multiple funding
sources; and

1 Is used by pee r communities, which would enable Aspen to evaluate
the performance of its housing programs relative to similar programs.

The AMI 6s for households with an empl oyee wo
now well documented by the survey , making it possible to judg e relative

affordability and how the categories should be targeted when

developing additional housing. The chart AMI by Own/Rent in Section 2

contains the basic data for these purposes.

Recommended AMI Conversion

The conversion to AMI should align curren  tincomes to their average AMI
equivalent, as shown below . This would lessen the impact on current
residents of Category units and their ability to sell their homes , and shift
fewer households from one  Category to another than  would setting
categories at A MI @éitker lower or higher than current equivalents.
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Table 1. Recommended AMI Categories with 2015 Income Maximums

~ Catl | cat2  Cat3 Cat4 Cat5* (5-7)
AMI Range: 20% - 50% 51%-85% 86%- 115% 116%-185% 186%- 235%
1 person HH $34,150 $48,445 $78,545 $126,355 $160,505
5 person HH $52,650 $74,758 $121,095 $194,805 $247,455
NOTE:The calculated upper AMI limit has been adjusted to the nearest 5%.
*Category 5 would be a new Category for rentals and would merge Categories 5, 6, 7 for

ownership.
Source: Consultant Team

The recommended categories most closely align with the current incomes in
the Guidelines for ownership housing while shifting the incomes downward for
renters. The reasons for this are detailed in  Section 2.

Converting to the recommended AMI system involves tradeoffs. Advantages
include:

Simplicity
Transparency and consistency
Ease of transition

Portability
Compatibility with program goals
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Any conversion of the underomgcateggriedwdlsi s for APC
affect existing conditions (such as deed restrictions and leases), current and

future households served, and income, rent and sale prices within Categories.

The shifts are minimal in Category 1 but increase gradually being greatest in

Category 5.

Calculating Income
Issues:

What APCHA includes and excludes in income when qualifying applicants

does not appear to have major gaps. Although different than federal

standards, the method is similar to other resort communities and responds to
the challenges of measuring incomes for workforce households in resort
economies where holding multiple and seasonal jobs is common. Concerns

include:
1 Under -reporting of tip and cash income;
1 Parents being allowed to provide funds to help purchase homes , Which is
a very common practice in resort communities; and
f The ability or not of o0trust funderso6é to | i v,
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Recommendations:

9 Limit the financial contribution that parents or other non -occupants make
to no more than 20% of the purchase price. This would allow buyers
access to conventional mortgage financing without the cost of mortgage
insurance. It would be a compromise that add resses negative
perceptions about o0trust fundersd6é6 and it wou
down payment assistance from sources like CHFA.

1 Verify income reported to the bank for the mortgage application at least
two weeks prior to closing. Tip and other  cash income may be reported to
qualify for the mortgage, but may not match the income reported to
APCHA.

9 For applicants holding jobs that typically generate tip income, require that
an estimate of the income be provided. Confirming this estimate through
employment verification should also be considered.

1 Revise the bid submission form/application to further itemize income and
specifically ask about being the beneficiary of a trust.

1 Inquire of applicants about trusts that may not be reported on current tax
returns, like those for which the applicant is not yet old enough to receive
income distributions or the income is exempt from taxes.

Asset Caps
Issues:
The scaled asset caps in place:

9 Disqualify approximately 36% of employee households working in Pitkin
County;

1 Were last changed in 2002;

9 Disproportionally impact the income categories, although this is not
necessarily a negative;

1 Are a disincentive to saving for retirement, college education and other
major life expenses;

1 Haveledtotwo policy changes 0 reducing the amount of retirement
counted and allowing a portion of assets to be counted as income so
households can income -qualify for a higher Category unit, which could
cost burden some households.

1 Add to the amount of staff time needed to qua lify applicants.
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Recommendations:

Eliminate the asset caps on Category units and RO units with a price

appreciation cap. Requiring that 75% of income be earned in Pitkin County,
along with a minimum number of hours worked, eliminates buyers with

significant income -producing assets and ensures residents are contributing to
the local economy even if they have been able to save. The locally -earned
income percentage could be increased to further reduce the amount of

income -producing assets applicants could own. This is an approach used in
other resort communities. Neither Breckenridge nor Vail have asset caps.

If asset caps are not eliminated, the following changes are suggested:

91 Apply one cap equally to all units. Applying the $900,000 cap, which is
currently the RO Category limit, would only disqualify about 8% of
workforce households compared with 36% currently.

1 Exclude qualified retirement savings, as done in Jackson. Retirement
savings cannot be used for housing without high tax penalties.
Discoura ging employees from saving for retirement could ultimately
increase the length of time they remain in their APHCA units upon
retirement.

9 Limit the exclusion from assets of one -time gifts to no more than 20% of the
purchase price. The lack of down payments is often an impediment to
home purchase. Possibly disqualifying applicants because of down
payment assistance seems counter to APCHA's goals yet allowing parents
to outright purchase homes has been raised as a concern.

1 Raise the caps to lower the percent  age of disqualified households.

1 Retain caps on RO units that are not resale price capped since
competition generated by the more affluent households with significant
assets will escalate price increases. Asset caps should reduce the
inflationary competiti  on by reducing the number of applicants who
qualify, unless a surplus in these units develops.

9 Retain the provision prohibiting ownership of other housing within the OEZ.

1 Exclude one automobile per employee from the asset calculation. Cars
cannot be use d to purchase or rent housing and are often needed for
work or child care. HUD considers cars to be necessary personal property,
not an asset. Counting cars with a price over a designated amount could
be a compromise that addresses complaints about APCHA r esidents
having expensive automobiles.
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Negative Perceptions related to Income Qualifications

Issues:
Surveys and interviews identified negative per ceée
related to income qualifying, primarily under reporting of income (especially

tips), Otrust fundersé qualifying for APCHA hous
difficult to understand how to qualify.

Recommendations:

Update APCHAO®s website to help improve public
perceptions. Specific changes could include:

Clarifying objectives

Providing limited access to a database of the inventory
A report on the number of units sold per year

A simplified explanation on how income is calculated
Information on the affordability of purchase prices and rents
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The other recommendations herein, such as limiting the exclusion of gifts
when calculating assets to 20% down payments, should result in a system that
is easier to explain, more likely to be perceived as equitable, and address
concerns about inappropriate use of the system.

Affordability

Affordability Standard
Issues:

Prices are not determined consistently based on an adopted standard for
affordability. In some Categories, rents and prices are too high, about right, or
too low relative to income, yeta  ffordability is a clear objective of the Housing
Program .

Recommendations:

Define affordability based on the housing payment equal ing 30% of income.
This standard is used widely to determine if housing is affordable. The benefits
of doing so outweigh its weaknesses. Defining affordability on the 30%

standard will support better decision making on many aspects of the Housing
Program such as initial sales prices, appreciation caps, deferred
maintenance, and qualification. It will also provide a basis from which to

evaluate whether the program is meeting its objective of affordability.
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Affordability over Time
Issues:

APCHAGSs c ur r eadlationmmetbhoch eesults in a program that does
not consistently serve the same target income market each year. In some

years, defined incomes target a higher income market and in some years

they may target a lower market. An advantage of linking income limits to

HUD AMI is that the target in come market would remain constant over time
(e.g., always at 50% AMI )

APCHA maximum r ents and incomes have generally increased at about the
same rate over the years. For ownership, APCHA maximum sale prices have
been permitted to increase at faster rates than incomes on average,

primarily reducing the affordability of new homes for larger families. Despite

this, sale prices remain very affordable for these households, indicating t hat
prices had room to increase.

Recommendations:

Use the annual change in  AMI to update prices for new units, which would
create stability in the relationship between prices and income over time. This

is the preferred approach of peer communities reviewed as part of this study

and has been found as the best way to retain the aff ordability of housing
over time. Recognizing that many existing APC HA deed restrictions are based
on CPl and canonly be changed atresale , at least future deed restrictions
could tie price increases to AMI and better retain the affordability of these

prop erties over time.

Affordability of Current Rents and Ownership Prices
Issues:

1 Many renters in APCHA units are cost -burdened (pay over 30% of their
income for rent). This is particularly acute in Categories 1 and 2, while rents
in the upper income  categories could be raised and would still be
affordable.

1 Ownership prices are lower than affordable levels in all Categories,
although the difference is much greater among the upper income
Categories.

Recommendations:

1 Raise prices for new ownership un its based on the amounts affordable for
the recommended AMI categories.
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1 Lower rents for Category 1 by reducing the income levels that the
Category targets when converting to the recommended AMI
income/price structure.

Qualifications for APCHA Ownership a nd Rental Housing

Income Qualification - Distinctions between Owners and Renters
Issues:

The current method of calculating income based on the number of adults for
rental and dependents for ownership:

91 Disadvantages families with children in rentals and larger families in
ownership.

Raises concerns about Fair Housing.

Is not compatible with AMI  -based income categories.

Is based on data that are not readily available 0 neither the Census nor
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HUD publish income estimates based on number of adults or depen dents.

Is unique among housing programs.

Is more complicated to manage than programs where household size is
measured the same for owners and renters and it is confusing to
applicants.

1 Involves different scaling factors based on the number of adults or
number of dependents making the gap between categories vary
between owners and renters.

= =4

Recommendations:

Use the total number of persons per household for both owners and renters to
det ermine household income. The advantage to this is that it:

1 Simplifies the program by using one method for both rental and
ownership;

1 Is consistent with HUD methodology for determining incomes and relates
to AMI;

1 Treats households more equitably based on the number of persons, rather
than differently based on the number of adults or dependents;

1 Eliminates Fair Housing Issues;

1 Maintains the same AMI level within the category regardless of household
size; and

1 s used by peer communities, which would enable Aspen to evaluate the

performance of its housing programs relative to similar programs
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Bedroom Qualification
Issue:

APCHA determines the number of bedrooms for which a household qualifies

based on the total number of persons in the household, as is d one by peer

communities with the exception of Breckenridge. As household composition

and size have changed over the years, situations of overcrowding (families in

one -bedroom units) or under -utilized units (empty nesters in larger units) have

developed. Th e priority that APCHA gives to current residents of the property

in which units become available attempts to address this problem, yet there

is insufficient movement within the inventory to accommodate changing

household needs. APCHAG®Opgerbedraom tforeefitalt wo per sons
product is likely reasonable, however, based on HUD standards.

Recommendations:

91 Develop additional units to allow for movement within the inventory to
accommodate changing household needs.

1 Continue to base the qualifications on the total number of persons in the
household.

Administrative Complexity
Issues:

1 Aspen has exceptionally complex Guidelines that requires a large staff to
administer, are very hard to update, and difficult to understand.

1 There are gaps in understanding o  f the inventory of units likely resulting
from an outdated system for collecting, maintaining, and disseminating
data.

T APCHAG6Gs inventory has grown to nearly 3,000
complexity of keeping track of and monitoring units. The current record
keeping system does not support periodic program evaluation.

1 The extensive changes recommended herein will initially take more time
and effort than maintaining the status quo. Recommendations will have
to be approved, residents and the public will need to be educated,
Guidelines and deed restrictions changed and new record keeping
systems created.
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Recommendations

T

Prioritize implementation of the recommended changes even if staff time
has to be re -directed from day -to-day responsibilities. The in vestment of
time should save time and taxpayer dollars in the long run.

Improve and consolidate the APCHA housing database. Implementing a
centralized system to collect, track and disseminate data will help APCHA reduce

its administrative burden, make it s inventory more transparent, keep track of what
is working well and where changes may be needed, more easily disseminate
information, and make the system less reliant upon institutional knowledge.

Simplify current Guidelines by removing provisions that are outdated and that are
not helping APCHA meet its goal. Overly complicated guidelines are hard for the
public to understand, contribute to the perceptions that the application process

is unfair or oO0rigged, é and add thgthetptogramc o st
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INTRODUCTION

The Aspen Pitkin County Housing Authority (APCHA) contracted with the team of
Navigate, LLC, WSW Consulting, and Rees Consulting, Inc., to conduct a
comprehensive review of its affordable housing program to ensure it is meeting
the intended purpose as stat ed in the Aspen/Pitkin County Employee Housing
Guidelines, Amended and Adopted October 2015

To provide affordable housing opportunities through rental and sale

to persons who are or have been actively employed or self -
employed within Aspen and Pitkin Cou nty, and that provide or
have provided goods and services to individuals, businesses or
institutional operations within Aspen and Pitkin County (prior to
retirement and/or disability)

The purpose of this analysis is to help APCHA understand:
1. The ability for its housing program to serve employe d households in Pitkin County;
2. Where the program has been most effective;

3. Where improvements could be made to better meet the intended goals of
APCHAOs workforce housing program; and

4. Potential policy changes that could help APCHA better meet its goals.

This report answers the primary questions raised in the RFP, including:

1. Affordabilty : 1 s APCHAds met hodol ogy for setting maxi mum
monthly rents creating affordable outcomes ? Isthere a better method that would

be more effective?

2. Income/Assets : In the context of the existing Category sy st em, is APCHAGOGS
methodology for measuring income and assets achieving affordability for its
target household s? What assets/ income should be inc  luded? Are current
Categories segmented appropriately and how do they compare to a system
based on Area Median Income (AMI)? | s there a better approac  h that would be
more effective?

3. Household size:ISAPCHA®ds met hodol ogy for detbhasedonni ng hous
number of adults for renters and number of dependents for buyers effective? Is
there a better method that would be more effective?

4. Qualifications : |I's APCHAG6s twofold system of qualifying
achieving its desired outcome of serving e mployees? Or should both be based
on the same household size criteria?
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5. Best Practices : How do peer communities address challenges of affordability,
income/asset levels, household size, and qualifications to rent or purchase?

Methodology

Information used in this study included a mix of primary research and secondary
data analysis. Data collection  for this study took place during the months of May
through September of 2015.

Pitkin County Employee Survey

To conduct this analysis, it was necessary to u  nderstand the mix of employed
households occupying APCHA housing compared to the housing needs and
demographics of all employees working in Pitkin County . Secondary data
sources such as the US Census and American Community Survey (ACS) provide
information on households living in a given area, but do not supply information

on households that are employed within a region. In this case, only about 47% of
employees working in Pitkin County actually reside within the county d the rest
commute in. For this reas on, the results of this survey cannot be collected from,
nor are they comparable to, the Census or ACS for households living in Pitkin
County.

The survey probed household demographics, where workers live, their

experience and famil i agrainteggthwidtypeofAPCHAGS pr o
employment, interest in purchasing an affordable home or renting an APCHA

unit, housing expenses and needs, and income and asset characteristics. Survey

results are presented for households that have atleast one employed person in

Pitkin County &the primary focus f or AP @ddgng program

The goal of survey distribution was to reach a representative selection of pe rsons
employed in Pitkin County.  With only about 18,000 employees in the county, it
was essential to have the largest employers inthe area  participate in the survey
which have a proportionately larger impact on employee housing needs in the

county, along with a mix of smaller employers to capture the arra y of
employment in the county.  To achieve this result , various distribution methods

were used:

9 The survey was distributed on -line through Pitkin County employers to their
employees with assistance from the Aspen Chamber Resort Association and
their almost 700 members . We also received direct participation f rom the
larger employers, including Aspen Skiing Company, Roaring Fork
Transportation Authority, Aspen School District, Auberge Resorts, and Aspen
Valley Hospital.

1 The survey was also posted on the APCHA website  and publicized through
radio and print advertisements  to notify households who may not have
received a survey link from their employer about the survey and provide the
opportunity for them to respond
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1 Survey invites were emailed to all occupants of APCHA housing  to provide
the ability for all APCHA residents to respond to the survey.

1 The survey was also offered in Spanish with the assistance of APCHA and
several of the larger businesses within Pitkin County.

Over 1,470 responses were received from households occupied by at le ast one
person employed in Pi tkin County. Because most respondents have more than

one employee living in their household, the number of employees represented

by the survey is higher (about 2,870 employees). Also, employees hold about 1.2

jobs on average, meaning that the survey represents about 3, 450 jobs, or 16% of
all jobs, in Pitkin County.

The mix of jobs represented by respondents covers the array of employment in
Pitkin County and, although not directly comparable, is similar to the distribution
of jobs by industry type reported by local an d national jobs sources

Table 2A. Survey Representation

Survey Bureau of Colorado
(Industry of Economic Dept. of
employment) Analysis Local
(2013) Affairs
(2013)
Retail, accom modation, food service 29.4% 26.0% 28.0%
Ski area, recreation, guiding service, 13.4% 10.8% 11.4%
professional athlete
Government (excluding education and 12.9% 9.5% 10.8%
hospitals)
Banking, legal, computers or other 8.7% 11.2% 8.7%
professional service company
School District, other educational institution * 7.0% 1.7% 1.7%
Construction, landscaping 6.9% 4.3% 4.7%
Hospital, health care ** 6.8% 2.4% 2.8%
Real estate leasing and sales, property 4.9% 14.1% 10.9%
management
Other services, except public administration 5.5% 6.5% 7.8%
Other 4.4% 4.9% 4.0%
Administrative and waste management Not asked 8.5% 9.2%
services ***
TOTAL 100.0% 100.0% 100.0%
Federal and state sources are based on NAICS industry codes and classify each business
accordingly; the survey relies on individuals to report their industry of employment, which may differ

from federal classification standards.

*State and federal sources include private education only; survey includes public education jobs
**May include some contract administrative services, which were not asked in th e survey.
*** |ncludes administrative support services hired on contract by other businesses; not asked on the
survey, so will be distributed throughout the other categories on the survey.
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The margin of error for survey tabulations is within about 2.5 percentage points  at
the 95% confidence level. This means that, for tabulations involving the entire
sample, there is 95% confidence that any given percent reported is no more

than plus or minus 2.5 percentage points from what is actually the case. When
estimates are provided for sub  -grou ps, such as owners and renters , the
tabulations are less precise

Table 2B. Employee Survey Response Summary

Survey # of # of Jobs Held Total Pitkin % of Jobs Estimated
Responses | Employees by Respondent Cou nty Represented Margin of

Received Represented | Households Jobs by the Survey Error (95%)

(2015)*
1,474 2,870 3,450 22,000 16% +/-2.5%

*Source: Colorado Dept. of Local Affairs (DOLA)

Community Interviews

Over 40 interviews with key stakeholders, employers, realtors and lenders in the
area were conducted as part of this study. More specifically:

1 Key stakeholders . More than 25 interviews with key community stakeholders were
conducted, including  City and County staff, APCHA staff and board members, City
Council Members, and County Commissioners. Information was collected on
perceptions of the housing program, evolution of the program S, community needs,
opportunities, and challenges.

9 Pitkin County Employer s. The larger Pitkin County employers were interviewed,
including but not limited to Aspen Skiing Company, Roaring Fork Transportation
Authority, Auberge Resorts, and Aspen Valley Hospital. Employers were asked about
employee recruitment and retention, ex perience with and perceptions o
housing program, housing needs of their workers, an
can better serve their employees.

1 Real estate agents and local lenders . Over six interviews were conducted with local
and down valle y real estate agents and lenders, gathering information on local
housing market and home qualification information, local lending standards and
products used, problems in lending to local households, or on APCHA products, if
any; and where the housing mark et is falling short of meeting local workforce needs.
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Review of Peer Housing Programs

This study included an analysis of housing programs in four high -cost mountain
communities. The following communities were selected because they have
significant experience providing, managing and maintaining a diversity of

housing for their workforce

Breckenridge, Colorado
Telluride, Colorado
Vail, Colorado
Jackson, Wyoming
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The purpose was to understand how comparable communities address each
primary component  of this study, their relative successes and problems, and to
identify methodologies that may help APCHA address its program challenges
and goals. The results of this analysis are summarized throughout the report, as
well as in an easy -to-reference matrix in the Appendix.

Secondary Data

Analysis of existing reports, policies and data included:

T Review of APCHAGOs existing housing inventory a

Aspen/Pitkin County Employee Housing Guidelines , Amended and Adopted
October 2015 , and related program and policy documents and housing
data sets from APCHA.

9 Secondary data sources, including U .S Census Bureau, Quarterly Census of
Employment and Wages (QCEW), Bureau of Economic Analysis (BEA),
Colorado Department of Local Affairs (DOL A) and local housing and
economic studies.

Organization of This Report

The analysis of APCHA®3s EmpR01bigm@mesentddirutei ng Gui del i

following report sections. Report sections are organized around the topics of
interest expressed in the R equest for Proposals:

Section 1: Exami nation of APCHAGs Aff édwhitlasets e Housi ng

the stage for the analysis in | ater
program and housing inventory and using the 2015 Employee

Survey results to understand which households APCHA is serving

well and where improvements can be made ;

Section 2: Income, Assets and Housing Categories oOwhi ch eval uates
system for measuring income and assets and their respective limits
defined for each Category of housing;
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Section 3: Affordability 8 which evaluates whether rents and purchase prices
for APCHA homes within each Category are affordable to the
households that qualify for them, both presently and over time ; and
Section 4: Household Size and Qualifications  to Rent & Purchase & which
analyzes APCHA®8s dual gualification syste
rental units based on household size and a specific number of
bedrooms.
Sections 2 through 4 discuss:

T APCHAGs present pol Empoyee HopsingGude dines n i t s
2015,

9 Federal and other generally accepted standards for relevant policies ,

T The effect of APCHAOs policies on ,meeting it
and

9 Practices applied and lessons learned from housing programs in peer
mountain communities.

Based on this research, specific recommendations are made for changes that

could be considered to help APCHA better meet its housing goals. These are

summarized atthe beginning of t he study i n Exbcatvesecti on titl e
Summary - Key Issuesand Recomm endati ons. 0

This report also contains the following appendices, providing more detail on the
primary research conducted as part of this study:

1 Appendix A contains additional tables and charts for Section 1
1 Appendix B contains additional tables and charts for Section 2
1 Appendix C contains additional tables and charts for Section 3
1 Appendix D contains a matrix of peer community housing programs

1 Appendix E contains a map of the Ownership Exclusion Zone (OEZ).

Definitions

American Community Survey & The ACS ispart of the Decennial Census Program
of the U.S. Census. The survey was fully implemented in 2005 , replacing the
decennial census long form that has been discontinued. Because it is based on

a sample of responses, its use in smaller areas (under 65,00 0 persons) is best
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suited for monitoring general changes over time rather than for specific
demographic counts due to potentially high margins of error.

Affordable Housing & As used in this report, housing is deemed to be affordable if
the monthly rent or mortgage payment is equal to or less than 30% of gross
household income (before taxes) . When housing costs exceed 30% of income,
the household is considered to be ~ Cost Burden ed.

Area Median Income (AMI) 8 A term that generally refers to the median incomes
published annually for counties by the US Department of Housing and Urban
Development (HUD). AMI varies by household size, an issue covered in this report.
HUD uses four inc ome categories as follows:

Extremely Low Income 3 At or below 30% AMI
Very Low Income &Between 31% and 50% AMI
Low Income 9 From 51% to 80% AMI

Moderate Income & From 81% to 100% AMI
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The published incomes for Pitkin County for 2015 are as follows:

Table 3. 2015 HUD AMI - Pitkin County

AMI 1 Person 2 Person 3 Person 4 Person 5 Person
30% $20,500 $23,400 $26,350 $29,250 $31,600
50% $34,150 $39,000 $43,900 $48,750 $52,650
60% $40,980 $46,800 $52,680 $58,500 $63,180
80% $47,400 $54,200 $60,950 $67,700 $73,150
100% $68,300 $78,000 $87,800 $97,500 $105,300
120% $81,960 $93,600 $105,360 $117,000 $126,300

Source: Department of Housing and Urban Development (HUD)

Consumer Price Index (CPI) ! - A measure of the average change over time in the
prices paid by urban consumers for a market basket of consumer goods and

services, including retail goods and other items . The CPl is published by the
Bureau of Labor Statistics (BLS) and is commonly used as  an economic indicator

of change and to adjust dollar values. APCHA uses CPI to adjust its income limits
and for sale and rental home prices for its housing Categories on a yearly basis.
The cost of housing is not a factor included in the CPI calculation.

Cost Burdened 8When housing costs exceed 30%- of a hous:
tax) income. Housing costs include rent or mortgage and may or may not

include utilities, homeowner association fees, transportation or other necessary

costs depending upon its appli  cation. Households are  severely cost -burdened

when housing costs comprises 50% or more of gross income.

1SeeCPl OFrequentl y At kttp:dww@blsgsvicpi/opiiag.idm for more information.

Navigate, LLC; WSW Consulting; Rees Consulting, Inc. Introduction - 26


http://www.bls.gov/cpi/cpifaq.htm

Policy Study: Aspen/Pitkin  County Housing Authority Affordable Housing Guidelines. February 2016

Department of Housing and Urban Development (HUD) d A U.S. government
agency created in 1965 by the Department of Housing and Urban Development
Act (42 U.S.C.A. 8§ 353283537). Itisthe principal federal agency responsible for
programs concerned with housing needs, fair housing opportunities, and
improving and developing U.S. communities.

Dependent 9 According to APCHA Guidelines,;a o0dependent éai s eithe
oqgualifying childdé or a oqualifying relative. d /
stepchild, adopted child), or eligible foster child di.e. minors), or a sibling (or

stepsibling) of the taxpayer, or a descendant of either; who has resided in the

principal abode of the taxpayer for at least 100 days out of the calendar year;

who has not attained age 24 as of the end of the year); and who has not

provided more than half of his or her own support for that year. A child who

does not satisfy the qual ifying child definiton may be a oqualifying relat

Employee Housing Guidelines 2015 & Refers to the Aspen/Pitkin County Employee
Housing Guidelines, Amended and Adopted October 2015.

Ownership Exclusion Zone & The area where ownership of improved residential
real property or a mobile home is prohibited in order to be eligible to own or rent

an APCHA deed restricted unit. This is further defined in Appendix  E 3 Ownership
Exclusion Zone Map.

Resident Occupied Units (RO) & A classification of deed r  estricted housing
intended to serve households earning incomes higher than Categories 1 87 but
unable to afford free market housing. In practice, RO units often provide

housing options for households earning within Category level incomes. RO deed
restrictions do not limit the amount of household income and vary on household

asset limitations.

Target Income Household 8 An identified segment of the workforce often
defined in relationship to  a particular income level or a range of incomes within
a sp ecified population. It is typically defined by a percentage of the Area
Median Income , such as 80% AMI.

Qualified Adult & There is no clear definition of Qualified Adult in the APCHA
Guidelines, though there are several references to maintaining full -time work in
Aspen/Pitkin County.
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Consultant Team
The consultant team includes:

1 Christine Walker, who brings almost 10 years of practical, in -the -trenches
experience as Executive Director of the Teton County Housing Authority
along with an education in architecture. She understands the
complexities of running a housing program in high -cost mountain resort
communities, including: program administration and housing occupant
gualification, developing and managing affordable rental and deed
restricted ow nership housing units , and maintaining their operation over
time in light of changing community needs and political challenges.

1 Melanie Rees, a housing consultant who has helped high -cost
communities understand their housing needs and create feasible,
eff ective solutions to address them for 25 years. She is driven by a
background in economic development and the recognition that
workforce housing is crucial for economic success.

1 Wendy Sullivan, a planner and attorney who has been helping
communities identi fy and address their housing needs for about 15 years.
In addition to her solution -oriented data organization and analysis skills,
she can assess the many nuances in housing codes and program rules,
identify potential unintended consequences and highlight practices that
could be open to legal challenge.
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Sectonl OExami nati on of APCHAOGs Af for
Program

Purpose

The information in this section establishes the context for the policy analysis
presented in later sections by:

T Providing an overview of APCHAG6Gs Guidelines
9 Discussing the evolution of APCHA and present challenges;
f Summarizing APCHA®6s housing inventory; and
1 ldentifying the segments of the workforce that are both well-served and
under-ser ved by APCHA®Gs current housing invento

By examining how the program and housing issues have evolved over time,
current policy and inventory, and gaps in service of the APCHA program, this
section helps frame the discussion for later sections by identifying where the
program is effective and where policy changes may be needed to better meet
program goals.

Housing Program

The housing program in Aspen/  Pitkin County was created in 1974 as two
separate entities dthe City and County. The consolidated Aspen  Pitkin County
Housing Authority (AP CHA) was later establish ed in November 1982 for the
purpose of :

€ developing and managing housing projects pursuant to a multi -
jurisdictional plan to provide residential accommodations at rental

or sales prices within the means of person s of low -, moderate - and
middle -income who are permanent residents and persons
employed in the City and County.

An Intergovernmental Agreement (IGA) between the City of Aspen, Pitkin
County and APCHA is utilized to define the relationship between and define roles
of the three parties. 2 APCHA works directly with the City of Aspen and Pitkin
County. The APCHA board of directors approves policy decisions on the housing
program , but the Aspen City Council and the Pitkin County Board of County
Commissioners (BOCC) may call -up the policy for review and r  evoke any
approval by the APCHA board of directors

2 Currently, APCHA is operating under the Fifth Amended and Restated IGA dated December 18, 2013.
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Employee Housing Guidelines 2015

At least every three years APCHA establishes guidelines that govern the
development of and qualifications to occup Yy deed restricted affordable

housing unit s for Aspen an d Pitkin County. APCHA is currently working under the

Aspen/Pitkin County Employee Housing Guidelines, Amended and Adopted

October 2015 (referred to in this report as the  Employee Housing Guidelines
2015). Thesegui del i nes support APCHsAfersedg Gitgdrs and

County Land Use Codes.

Specifically, the Employee Housing Guidelines 2015 are used to:

1 Provide information and establish policies and procedures for affordable

housing development ;

Establish rental policies and procedures including rental rates ;

= =4 =9

sales prices;
Set compliance and gr ievance policies and procedures; and
Develop and prioritize  current and long -range housing programs.

=a =

Housing Program Goal

The goal of the APCHA Housing Program has evolved over time, but has
consistently focused on providing housing for persons either currently or

Establish eligibility and qualification procedures f or affordable units ;

Establish purchase and sale policies and procedures including maximum

previously employed in Pitkin County. The current goal, as stated in the Employee

Housing Guidelines 2015 is:

To provide affordable housing opportunities through rental and sale
to persons who are or have been actively employed or self
employed within Aspen and Pitkin County, and that provide or
have provided goods and services to individuals, businesses or
institutional operations, within Aspen and Pitkin County (prior to
retirement and/or disability).

Broken into its primary components, APCHA housing should:

i1 Be affordable;

1 Provide housing for diverse employees that serve the local economy; and

9 Provide a mix o frental and purchase options.
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Evolution of the Aspen Community and Resulting Housing
Challenges

Stakeholders indicate that significant changes have occurred in the Aspen area

over the past 40 year s,such as housing costs that rose quickly to be some  of the
highest in the country , economic and residential growth, improved

transportation infrastructure, and challenges encountered as Aspen approach es
build -out.

A P C H AHbussing Program has also evolved during this time to address the
changing needs of residents and employees |, as well as an aging housing stock
and population. Over time:

1 Affordability categories have been added
9 Deed -restrictions have been amended
1 Income requirements have been changed
1 New policies have been added to address gaps in policies, changing
needs and shifting priorities
1 Existing policies have been amended
9 Guidelines have grown in size to address a variety of issues, and
1 Personnel have been added to manage the larger inventory and
increasingly complicated program.
The result is that a complex program  has OGuidelines haere
been created over many years, which as issues have o
makes management , public education APCHA Attorney )
and compliance challenging. Furthering
these challenges is an antiquat  ed data management system, an outdated
website, and lack of comprehensive , real time understanding of the inventory.

APCHA has also seen changes in its inventory of affordable housing during this
time, presenting other concerns:

9 The housing inventory ha s grown, along with diversity of housing types
managed, increasing the complexity of keeping track of and monitoring
the growing supply of units.

1 The housing program has been asked to serve higher and higher
household income levels, increasing the diversi  ty and complexity of the
product type and deed restrictions.

1 Inventory is aging. Units that were built 20 or more years ago are posing
new challenges in terms of capital needs, aging infrastructure, increased
maintenance, and resale complications.

1 Earlyconcepts of affordable housing as a o0stepéd
have not materialized . According to stakeholder interviews, the increase
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in market price sof homes has rapidly outpaced growth in incomes over

the last few decades, limiting  opportunities for movement out of the
affordable housing program.  APCHA is seeing limited mobility for families
who outgrow their homes and older occupants remaining as they near or
reach retirement, increasing pressure on the existing affordable housing
stock.

Table 4. Year APCHA Ownership Units Built

Year Built # of Units ‘
Before 1970 0.7%

1970-1979 7.9%

1980-1989 21.1%

1990-1999 25.3%

2000-2010 38.3%

2010-present 6.5%

TOTAL 100.0%

*Redeveloped units categorized based on redevelopment date.

*APCHA does not have specific data on year built for rental product.  Stated some units builtinth e
196006s, some is,thedl aomel®98086he | ate 19906s early 20006s.
Source: APCHA and City of Aspen Community Development Department

Inventory of Units

APCHA oversees 2,931 units. This figure includes any unit with a deed restriction
recorded, some of which are owned and/or managed by other entities. There

are additional units for employees in the community that are provided by
employers, and not included in this analysis.

The APCHA units are classified into seven different Categories, based on a
househol dds i nc oandResident OcaupisdgRO3. Category 1 serves
the lowest income level and Category 7, the h ighest. RO units are intended to fill
the gap between Category 7 and the free -marke t and have no income limits,

but impose an asset cap. The Category system is used for both owner and rental
units; however, there are no rental units in levels 5 -7 at this time.

Although intended to target higher household incomes, a large portion of the

RO units are priced for households earning within Category income ranges. With
the ownership product, this is primarily the result of the product type, as many of
these RO units are the result of converting mobile homes to employee housing
and have lower price points. The RO rentals are mainly units managed by large
employers that rent at lower rates to their employees.

Until 2002, the Guidelines contained only Categories 1 through 4 and RO , at
which time Categories 5 through 7 were added.
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All deed -restricted housing, of any type or Category, requires an individual to:

1  Work or have worked full -time in Pitkin County;

1 Use their home as their primary residence; and

1 Not own any other developed property within the Ownership Exclusion
Zone (OEZ).3

The below table shows how APCHA®ds inventory

and number of bedrooms for ownership and rental units combined. As shown
below:

T The bul k of eaAd\CareAndategoriesyl through 4 and RO, with a
comparative handful of units (91 total) in Categories 5 through 7 ;

T About40% of APCHAGs i nsmalertunds: wtudeo sa 1-bedroom s and
dorms. These smaller units tend to provide viable options  for single persons ; and

1 Detached single -family homes make up 22% of the inventory, but are
predominately RO units and unaffordable to most households earning under
$200,000 per year. 4 These units are larger on average than the attached p roduct
(47% of the known inventory are 3-bedroom homes %) and are primarily targeted
to families.

Table 5. APCHA Inventory of Deed Restricted Housing ¢

Category
1 2 3 4 \ 5 6 7 RO TOTAL
Attached Units:

Studio 49 75 88 20 0 0 91 323 11%

1-bedroom 30 220 202 84 2 0 39 579 20%

2-bedroom 21 145 232 207 3 1 0 151 760 26%

3-bedroom 2 47 118 127 14 5 4 29 346 12%

Dorm Units 15 5 12 21 0 0 0 218 271 9%
Detached Units:

Single-Family 1 1 29 97 0 60 0 464 652 22%

Subtotal: 118 493 681 556 19 68 4 992 2931 100%

4% 17% 23% 19% 1% 2% 0% 34% 100%

Source: APCHA and City of Aspen Community Development Department

3 See Appendix E for Ownership Exclusion Zone (OEZ) map.

4 See Section 3 9 Affordability for more information.

5 Bedroom sizes are known for  37% of the single -family inventory: 253 single-family homes out of 649 total .

6 This inventory table shows the distribution of APCHA units by Category and RO classification, not price point.

See Section 2 d Income & Assets & Categories for a table which distributes RO units based on their price into the
respective Categories.
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Ownership Units
Ownership housing makesup5 5% of APCHAGs t Astslolvnbeloow ent or vy.

1 The majority of Category 1 and 2 units are 1-bedroom or smaller. Few 3-bedroom
units are available for lower income families

1 Category 3 and 4 offer more larger  -sized homes ( 3- and 4-bedrooms).

Table 6. APCHA Ownership Inventory

Category

4 5

Attached Units:

Studio 2 9 10 17 0 0 38 2%
1-bedroom 9 93 77 79 2 0 268 17%
2-bedroom 7 61 62 187 1 0 29 350 22%
3-bedroom 1 26 75 123 14 5 4 22 270 17%
4-bedroom 0 5 2 21 0 0 0 5 33 2%

Detached Units:
Single -Family 1 1 28 97 0 60 0 462 649 40%
Subtotal : 20 195 254 524 19 68 4 524 1608  100%
1% 12% 16% 33% 1% 4% 0% 33% 100%
Source: APCHA and City of Aspen Community Development Department
Rental Units
The rent al i nvent ory maikvensory with thd uldof thif sAPCHAG s

serving as long -term rentals. About 15% of all APCHA rentals (199 units) provide

housing for seasonal workers. Other Employers in the valley suppl e ment APCHAGSs
rental inventory. Of note, t he Aspen Skiing Company adds about 6 00 seasonal

beds located thr oughout the Roaring Fork Valley, which are not included in this

analysis.

As shown below:

T The majority (64%) of APCHA®8s rent al uni ts al
studios, and 1 -bedrooms.

1 About 1/3 are 2 -bedroom units and only 6% have three bedrooms.
1 The percentage of 2 -bedroom units is small compared to that typically

seen in most housing markets. For example, in Pitkin County, about 34% of
renter -occupied homes are 2 -bedroom units (bas ed on 2010 -2014 ACS).
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Table 7. APCHA Rental Inventory

Category

5 6 7 RO TOTAL

Attached Units:

Studio 47 66 78 3 0 0 0 91 285 22%
1-bedroom 21 127 125 5 0 0 0 33 311 24%
2-bedroom 14 84 170 20 0 0 0 122 410 31%
3-bedroom 1 21 43 4 0 0 0 7 76 6%

Dorm Units 15 0 10 0 0 0 0 213 238 18%
Detached Units:
Single-Family 0 0 1 0 0 0 0 2 3 0%
Subtotal : 98 298 427 32 0 0 0 468 1323  100%
7% 23%  32% 2% 0% 0% 0% 35% 100%

Source: APCHA and City of Aspen Community Development Department

Comparison of APCHA Residents and Pitkin County Working
Households

This section uses information from the employee survey to compare the
demographics of employee households residing in APCHA housing to households
employed in Pitkin County  overall. Results are shown both for owner and renter

households. The purpose of this section is to ur
inventory of both ownership and rental units are meeting employee needs and

which segmen ts of the workforce may be adequately served or under -served by

APCHA®Gs housing in relationship to al/l Pitkin Cc

In interpreting the data for this section:

1 Where the percentage of households within a certain demographic (e.g.
cou ples with children) that are occupying APCHA units is lower than that
for employee households overall, this means that APCHA units are under -
serving this population.

1  Where the percentage of households within a certain demographic (e.g.
adults living alone ) that are occupying APCHA unitsis  higher than that for
employee households overall, this means that APCHA units are over -
serving this population.

1 If APCHA is serving the same mix of households as those that are
employed in Pitkin County in total, thent  he percentage of APCHA
occupants for any demographic will approximately equal that for
employed households overall.
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Household Demographics

The results from comparing the demographics of APCHA working households to
all Pitkin County working households are summarized in the below table. This
creates an easy reference to understand which households are being well -

served by APCHA housing and which segments are currently under -served for
bo th owner and renter households.  The complete data from the survey
suppor ting the conclusions from this s ection are located in Appendix A , including

a description of the analysis methodology, tables, charts and observations.

Table 8. Representation in the APCHA Program

Under-Represented Over -Represented

OWNER HOUSEHOLDS

under -served

well -served

Couples Adults living alone
Household Composition Couples with Single parent
children families
Household Size 2+ person 1-person households
households

Age of household

No age groups

No age groups over

members under -represented represented
Household income $100,000 to $200,000  $25,000 to $75,000
per year per year
vears worked in 1to 3 years 20 or more years

Aspen/Pitkin County
RENTER HOUSEHOLDS

Under-Represented
(under -served)

Over -Represented
(well -served)

Couples Adults living alone
Household Composition

P Couple with children Unrelated

roommates
Household Size 3+-person 1-person households

households
Age of household Children age 17 or
None
members under
Under $25,000
Household income $25,000 to $75,000 $

$75,000 to $100,000

Years worked in
Aspen/Pitkin County

Under 7 years

8-years or more

Note: The degree to which households are under or over

information can be found in Appendix A.
Source: Employee Housing Survey 2015

-represented vary. Additional
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Housing Costs

APCHA homes are more affordable than units occupied by employed
households in total. As shown below:

1 The average monthly mortgage payment of APCHA owners is over $400
less than all owners.

1 The ave rage monthly rent of APCHA renters is about $260 less than all
renters. Monthly utility payments are also lower for both owner and renter
APCHA households.

9 The only expense that is higher for APCHA occupants is the average
monthly HOA dues for homeowners  (about $50 more per month). This is
likely due to the high number of attached housing units where HOA dues
include maintenance of the exterior and common spaces.

Table 9. Housing Costs

Owners Renters
Type Households Employed Households Employed
Employed APCHA Employed APCHA
in Pitkin Households in Pitkin Households
County County
Monthly Rent/Mortgage
Under $500 2% 3% 4% 4%
$500 to $699 3% 8% 8% 7%
$700 to $999 10% 22% 17% 30%
$1,000 to $1,249 13% 20% 16% 21%
$1,250 to $1,499 14% 17% 13% 11%
$1,500 to $1,749 14% 12% 14% 14%
$1,750 to $1,999 9% 5% 10% 7%
$2,000 to $2,499 16% 5% 10% 5%
$2,500 to $2,999 9% 3% 6% 1%
$3,000 to $3,999 7% 4% 3% 0%
$4,000 or more 2% 1% 0% 0%
Avg Monthly Rent/Mortgage $1,800 $1,386 $1,460 $1,202
Average Monthly Utilities $227 $182 $179 $132
Average Monthly HOA $238 $286 N/A N/A

*Totals may not add to 100% due to rounding.
Source: Employee Housing Survey 2015
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Cost Burdened

Households paying less than 30% of their income for rent or mortgage are
generally considered to be in housing that is affordable. 7

As shown below:

1 APCHA housing is generally more affordable to its occupants than
employee households in total, which is a positive alignment with the
program goal of affordability.

1 An estimated 23% of renters in APCHA housing, however, are cost -
burdened by their housing payment. This primarily affects households
earning under $50,000 per year. This is explored in more detail in Se  ction
3 0 Affordability.

Table 10. Cost Burdened

Owners Renters
Households Employed in Employed Households Employed
Pitkin County APCHA Employed APCHA
Households in Pitkin Households
County

Under 30% 81% 90% 72% 7%
30% to 39% 9% 7% 14% 14%
40% to 49% 4% 2% 5% 2%
50% or more 7% 1% 9% 6%

*Totals may not add to 100% due to rounding.
Source: Employee Housing Survey 2015

Work Location

1 All employed APCHA households have at least one employee in Pitkin
County, with 93% of households having a member that works in Aspen.
Only 7% of households also have a worker that holds a job outside of the
county. A very small percentage report having a remote worker d one
that lives in the area and works outside of the region (less than 2%).

1 Households with at least one employee in Pitkin County in total are more
likely to have workers in their household that hold jobs outside of Pitkin
County (21%) than employed APCHA households (7%).

7 See Introduction (Definitions) and  Section 3 & Affordability for more information on this definition.
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Table 11. Where do you and others in your household  work?

Households Employed

Employed APCHA
in Pitkin Households
County
Aspen 86% 93%
Snowmass Village 14% 12%
Woody Creek or Old Snowmass 3% 3%
Basalt 7% 4%
El Jebel 3% 1%
Carbondale 9% 2%
Glenwood Springs 6% 2%
New Castle, Silt, Rifle or Parachute 1% 0%
Other 2% 2%
TOTAL 132% 117%

*Totals exceed 100% due to multiple job holding and employees working in multiple locations.
Source: Employee Housing Survey 2015

Type of Industry

The mix of workers employed in each sector in APCHA housing is very similar to
that for employee households in total in Pitkin County. Slightly fewer APCHA
occupants are employed in o0lodging, accommodat i c
| andscapingo6 armd aslei gmt Ioyr emmcari | and food service
represented by employed households in total. Overall, APCHA housing is serving

a wide range of workers in all industry sectors in the County.
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Figure 1. The Type of Industry for Which You and Others in Your Household W ork
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Source: Employee Housing Survey 2015

Local Lending Environment

APCHA encourages buyers to use local lenders, as th

-holding.

ey understand the terms

and conditions of the deed restrictions encumbering the property.

There are over 20 local lenders familiar with deed
County, and they offer a variety of mortgage products
including but not limited to conventional, FHA, VA,

-restricted properties in Pitkin
to APCHA purchasers,
CHFA, fixed rate, and

adjustable -rate mortgages (ARMSs). Loans are often sold to the secondary

mar ket (Fanni e Mae Fr

bank holds onto the loan

or

Portfolio loans are typically adjustable rate mortgages

, keeping it in their investment port

eddi e Mac), but

folio.

(ARMSs). ARMs usually start

with a lower initial interest rate, which then increases by a specified index after 3

to 7 years , unlike a fixed -rate mortgage, which maintains the same interest r

over the life of the loan.

ate

Despite the long -term risk for homeowners associated with ARMs, | enders stated
several reasons why portfolio loans may sometimes be preferred:
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1) APCHA homes that are in mixed -use projects cannot be sold to the
secondary ma rket;

2) Lower initial interest rate lowers the monthly payment , which may allow
buyer to meet debt to income ratio qualification;

3) Some buyers do not plan to reside in units for more than 5 or 10 years;
and

4) Buyer preference.

The lenders sometimes work with  potential buyers before applying for a home
through APCHA, but it is more common that lenders help a potential buyer after

t hey have 0wo rLéndess rely ort APEHAVY0.determine the sales price
and the lenders are responsible for qualifying the buyer for a loan product
Lenders report that while there are a number of common challenges with buyers

in the APCHA programs, very few buyers are ultimately denied a loan.

When qualifying buyers for APCHA units, lenders noted:

Buyers often have student debt;

Buyers tend to have little for a down payment (e.g. 5% or less) , and as

many as 50% of APCHA buyers receive down payment gifts from parents;

1 Loans available to buyers have down payment requirements ranging from
0 to 20%; and

9 High HOA dues are challe nging when trying to qualify for a loan.

)l
1
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SECTION 206 Income, Asset s and Categories

Purpose

APCHA sets income and asset caps for up to eight Categories of affordable
housing units. This section:

T Presents APCHAO®Gs current income and assets c
Category and its methodology for updating Category incomes each
year;

T Revi ews Ad$gehhfobnseasuring household income and assets
when qualifying households to buy or rent units;

T Compares APCHAG6s system for setting, updatin
and assets within each Category to relevant federal systems and peer
communities; and

9 Discusses the effect of the income and assets caps and income updates
on potential housing applicants within each Category and their ability to
qualify for housing.

Based on the findings from this analysis, recommendations are made on
changes t o Arfedidodries asset and Category system that could help
APCHA better meet its housing goals.

APCHA Income Limits by Category

Income maximum s for each Category of housing differ depending upon
whether a household is applying for a rental or ownership un it. This divergence
occurred at some point in the program to distinguish between roommate

situations in rentals and families in for -sale housing. This is unique among
affordable housing programs in peer communities, which all use a single

standard based on  household size.

Current income maximums are derived based on an inexact combination of the
following information:

1 A Housing Survey of Pitkin County Employees in 1999 for median income
information (e.g., $60,000 per household with O 0 1 dependent);

1 Colorado Department of Labor and Employment wages and
employment reports;

1 US Census Bureau data;
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1 Annual Expenditure Per Child report and U.S. Flow of Funds Accounts
report; and
1 Department of Housing and Urban Development data sets.

These baseline incomes were produced in 2002 and would be difficult and costly
to reproduce.
Maximum Renter Incomes

1 Rental units are only provided for Categories 1 through 4.

1 Rental income maximums are based on the number of adults ina
household. The scaled wages based on the increasing number of adults
in a household is intended to capture multiple wage earners. For
example, in Category 1, aone -adult household can earn up to $35,000

per year whereas a two -adult household can earn up to $52,000.

Table 12. Rentals: Maximum Income Limits, 2015

Category
No. of Adults 1 2 3 4
One Adult $35,000 $56,000 $88,000 $145,000

Two Adults $52,000 $81,000 $133,000 $215,000

Three Adults $62,000 $96,000 $156,000 $252,000

Source: Employee Housing Guidelines 2015

Maximum Owner Incomes
1 Ownership units are provided for Categories 1 through 7, plus RO.

1 Ownership income maximums are based on the number of dependents in
a household. As the number of dependents increases, maximum incomes
for each Category also increase to reflect larger families, but to a lesser
extent than the o6adulto calculation for rent.
1, a zero-dependent household can earn up to $35,000 per year whereas
a one -dependent household can earn up to $42,500.
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Table 13. Ownership: Maximum Income Limits, 2015

Category ‘
# of Dependents 1 2 3 4 ‘
0 Dependents $35,000 $56,000 $88,000 $145,000

1 Dependent $42,500 $66,500 $95,500 $152,500

2 Dependents $50,000  $71,000 $103,000 $160,000

3+ Dependents $57,500 $78,500 $110,500 $167,500

Category

# of 6
Dependents
0 Dependents $155,000 $169,000 $186,000 NA

1 Dependent $162,500 $176,500 $193,500 NA

2 Dependents $170,000 $184,000 $201,000 NA

3+ Dependents $177,500 $191,500 $208,500 NA

Source: Employee Housing Guidelines 2015

Aspends i ncome c at e gABCHA atitizesaan approach tlgatu eadjusts
the income limits each year by the Consumer Price Index (CPI) capped at 3%
which is not linked to changes in incomes or housing affordability . Most
affordable housing programs instead tie income categories  to the Area Median
Income . Annual updating is a simple process using the change in the AMI, which
is calculated by HUD.

APCHA Income Maximums Translated to Area Median Income
(AMI)

Area Median Income (AMI) Defined

AMI is published annually by the U.S. Department of Housing and Urban
Development (HUD) for each county and represents the median family income
of an area. This means that the AMI does not incorporate incomes from non -
family single and roommate households, which make up 52% of households
residing in Pitkin County. As a result, the AMI will generally be higher than the
median income of all households.

Pitkin County 9 2015
1 Median income for households with a Pitkin County employee = $87,500
1 HUD Area Median Income = $97,200
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The AMI varies by household size. The median (or middle) family income estimate
in an area generally falls on or near the 100% AMI rate for a family of four. In
Pitkin County, for exampl e, the AMI in 2015 is $97,200. The 100% AMI level is the

omi ddl ed income for a given family size: 50% of
than that amount, and 50% ma ke less than that amount.
Income levels are expressed as percentages of tha t AMI number, such as 80%
AMI. HUD uses a range of income levels to define four categories as follows:
1 Extremely Low Income & At or below 30% AMI
1 Very Low Income 0 Between 31% a nd 50% AMI
1 LowIncome & From 51% to 80% AMI
1 Moderate Income d From 81% to 100% AMI
HUD income limits are used to set income limits and rents for public housing and
affordable rental programs in peer communities to determine income eligibility
for access. The AMI categories are designed to capture a particular group of
underserved households, such as ho useholds earning under 50% AMI. The
particular group identified is sometimes referred to as the target household
i ncome |l evel or oOtarget income househol d. 6
Calculation of AMI
I n contrast to APCHAGs calculation system, HUD

on the number of persons per household. HUD uses a combination of US Census,
American Community Survey (ACS) and CPI information to update incomes and
makes adjustments for family size and for areas that have unusually high or low
income -to-housing -cost relationships . Pitkin County AMI by household size for
2015 is shown below:

Table 14. 2015 HUD AMI - Pitkin County

AMI 1 Person 2 Person 3 Person 4 Person 5 Person \

30% $20,500 $23,400 $26,340 $29,250 $31,600

50% $34,150 $39,000 $43,900 $48,750 $52,650

80% $47,400 $54,200 $60,950 $67,700 $73,150

100% $68,300 $78,000 $87,800 $97,500 $105,300

120% $81,960 $93,600 $105,360 $117,000 $126,360

140% $95,620 $109,200 $122,920 $136,500 $147,420
Source: Dept. of Housing and Urban Development
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Households With a Pitkin County Employee by AMI

When considering housing programs related to AMI, it is helpful to understand
the distribution of households within the AMI categories. The distribution of
owners and renter households with a Pitkin County employee show that:

1 A higher percentage of renters earn below 100% AMI than owners, which
is typical.

1 Similarly, owner are more likely to earn  incomes over 120%. A high
percentage (43%) earn over 140% AMI.

9 A fairly high percentage of renters earn over 140% AMI than is seen in
many peer communities.

Figure 2. Households With a Pitkin County Employee by AMI: 2015

18%

B Renters
m Owners

[0)
80-100% 25%

100-120%

AMI Range

120-140%

43%

10% 20% 30% 40% 50%
Percent of Households With a Pitkin County Employee

Source: Employee Housing Survey 2015
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APCHA Categories Expressed as AMI

APCHAGs program is designed to se-income househol ds
through upper -middle income households. HUD defines alternative categories,
as shown below:

Table 15. APCHA and HUD Defined Income Levels

APCHA Target HUD AMI Target Household
Category Household Category Income Level
Income Level

Category 1 Low -income 30% AMI Extremely low
Category 2 Lower moderate 30 to 50% AMI Very low
Category 3 Upper moderate 50 to 80% AMI Low-income
Category 4 Middle income 80 to 100% AMI Moderate
5,6, 7 and RO Upper middle 120% AMI Medium or middle

Source: Employee Housing Guidelines 2015; HUD; Consultant team

Itis not possibletodirectly t r ansl ate APCHAO®s current Category
AMI ranges ; however, AMI percentages can be estimated for each Category

using some basic assumptions and information from the 2015 Employee Survey,

which is discussed in detail in Appendix B .8 AMI estimate s for each Category are

presented in Table 15, below. As shown, each Category of APCHAD®
ownership housing serve very different AMI ranges:

1 The ownership product is serving lower AMI levels  compared to the rental
product. This is unusual as housing programs generally target lower
income ranges with rental product compared to ownership. Further, they
use the same AMI breakouts for ownership and rental C ategories, as there
is overlap. For example, households in the middle  -income range are both
financially capable and interested in renting or buying.

1 The AMI range of rental households served by Category 4 (about 150% to
240% AMI) encompasses the range of ownership households served by
Categories 5 through 7 combined.

1 Own ership AMI ranges nearly coincide with HUD defined categories (see
Table 15, above) for Categories 1 through 4:

o Category 1 (50% AMI) equates to HUD very low  -income,
o Category 2 (84% AMI) slig htly exceeds HUD low income,
o0 Category 3 (114% AMI) is ju st abov e HUD moderate income and
o Category 4 (184% AMI) serves HUD medium or middle incomes and
above.
8 AppendixB presents sever al reasons why AP Chdnslated tosay AVl systemaannot be direc
provides support for the methodology used to estimate AMI percentages by Category, presented herein.
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Table 16. Estimated Upper AMI Limit for Each Category: 2015

Rentals Ownership Rentals Ownership
Catl 62% 50% Cat5 NA 196%
Cat 2 95% 84% Cat 6 NA 213%
Cat3 147% 114% Cat7 NA 234%
Cat4 240% 184%

Note: See Appendix B for more detail on the methodology for these tables.

The upper limit AMI represents the weighted average of the AMIs for the average sized household
within each adult or dependent -sized Category residing in APCHA units for each Category of
rentals.

Considerations for Transitioning to an AMI -Based Program

Because the current system cannot be directly translate d into HUD AMI ranges ,
any transition will affect  existing conditions (such as deed restriction  sand leases),
current and future  households ser ved, and income, rent and sale prices within
Categories . These tradeoffs need to be considered in light of the numerous
advantages that a simpler program based on AMI could serve over the long

term. As APCHA considers moving its program to an AMI system, several factors

need to be considered:

1 Simplicity . The different household income targets and inconsistent AMI
levels between the owner and renter programs are highly unusual for a
housing program. It complicates program administration by adding
complexity to the program a  nd is confusing to applicants.  Setting a
consistent AMI level allows the ability to track program performance
based on Categories and in relationship to other housing programs.

9 Transparency and Consistency . Because HUD AMI data is from a trusted
source, its methodology is readily available and w ell documented, its use
is consistent with federal housing programs and multiple funding sources,
and figures are updated yearly, this is the predominate income source
used by peer communities for their housing programs. By linking income
limits to HUD AMI, this also ensures that the target income households for
its housing programs remain constant over time.

1 Ease of transition . It is preferable to port the ownership program to an AMI
system that closely represents the current mix of households being serve d.
This will minimally affect sales prices and associated rights of owners. There
is greater flexibility for change with the rental product , as it is easier to
change a lease agreement (renters) compared to a recorded deed
restriction (owners) . APCHA also has a recertification policy in place to
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allow renters to remain in existing rental units that earn incomes up to 20%
higher than the limit.

9 Portability . An AMI system is consistent with Federal housing programs and
multiple funding sources. Because  peer communities use it, APCHA could
more easily evaluate the performance of its housing programs relative to
similar programs. Current AMI equivalent categories for ownership are also
similar to defined HUD income classifications, which would be maintaine d
over time.

1 Program goals . A primary goal is to provide housing affordable to the
Pitkin County workforce. Owners are well represented by existing AMI
ranges, whereas renters are currently underserved in the lower AMI ranges
and experience a hi gher incidence of cost burden. Shifting rental
Categories to the lower AMIs of owner Categories will help to address
these issues.

The below table shows how the income ranges for each Category for owners

and renters would be affected by moving to an AMI system based on the
estimated upper AMI limit for owners. It compares the current income maximums
for each adult and dependent -sized household within each Catego  ry to the
maximum income fora  one -person up to a five -person household for the HUD
AMI range. As shown:

9 Overall, little shift is seen in the maximum and minimum income ranges for
both ownership and rentals in Category 1.

I Category 2 and 3 show modest income changes, with more significant
shifts seen in Category 4 and higher, particularly on the upper end.

1 Aside from shifts in the income amounts, because HUD incomes are based
on household size, some existing renters and owners within the current
program will now qualify for different Categories. For example, under
Category 1, a three -adult, thre e-person household earning $62,000 is
equivalent to 81% AMI @ this household will be in Category 2 under the
new system. A ppendix B has tables showing these AMI levels, which can
be helpful to understand these changes.

Table 17. Estimated AMI Range by APCHA Category: 2015

cat5 (5-7)

AMI 20% - 50% 51%- 85% 86%-115% 116%- 185% 186%- 235%
Range:
NOTE: The calculated upper AMI limit has been adjusted to the nearest 5%.
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Table 18. Maximum Income Based on Size Category: Current Compared to
Proposed AMI (2015)

Program Household Cat 1 Cat 2 Cat 3 Cat 4 Cat5-7
size <50% 50.1- 85.1-115% 115.1-185% 185.1 & 235%
Category AMI 85%
Current 1-adult $35,000  $56,000 $88,000 $145,000 NA
Rental 3-adult $62,000 $96,000  $156,000 $252,000 NA
Current 0-dep $35,000  $56,000 $88,000 $145,000 $155,000
Ownership “3, qep $57,500  $78,500  $110,500 $167,500 $177,500
Proposed 1-person $34,150  $48,445 $78,545 $126,355 $160,505
AMI 5-person $52,650 $74,758  $121,095 $194,805 $247,455

NOTE: The calculated upper AMI limit has been adjusted to the nearest 5%.

Measuring Income

APCHA Standards

APCHA measures the income of households that apply for housing to establish

the Category of unit for which a
have no defined income caps,

household can qualify

household income is earned in Pitkin County.

To measure income, APCHA verifies
prospective household that wishes to qualify to purchase
Combined gross income includes the income of all individuals that
will be occupying the unit regardle

program unit.

generally defined as:

ss of marital or legal status.

. Resident Occupied units
but must demonstrate that at least 75% of

the combined gross income of a
or rent an APCHA

Gross income is

The total income of a person including maintenance and child
support, derived from a business, trust, employment, or income -
producing property, before deductions for expenses, depreciation,
taxes, and similar allowances

Income is measured at the time of initial purchase, and at subsequent sale or

transfer for APCHA categorized units.
of initial lease and ever
the maxim um income amount in the respective

For rental units, income is measured at time
y two years. Inre-qualifying torent,a 120% adjustment to
Category is allowed. This means

that an existing tenant can earn up to 20% more than the maximum income
permitted and remain in that unit.
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Federal Standards

Income is measured in a variety of ways depending upon the p urpose of its
measurement and th e program to which it applies.  Standards for two federal
purposes are discussed below:

1 Income to determine poverty status  , and
1 Income for public housing qualification

Poverty Income.  The poverty threshold, or poverty line, is intended to show the

minimum level of resources that are  adequate to meet basic needs. The official

poverty measure was developed in the mwarly 1960¢
remained largely unchanged. The official measure includes cashinco  me from all

sources, including wages and salaries, Social Security benefits, interest, dividends,

pension or other retirement income.

The program has been criticized for failing to exclude necessary expenses, such

as taxes, health care, commuting costs a  nd child care expenses while parents
work, while also failing to include non  -cash income from benefits received to

help families meet their basic needs, such as food stamps. A supplementary

poverty threshold (SPM) has been calculated since 2010 that takes into account
non -cash government be nefits and necessary expenses. In 2012, the
supplemental poverty rate was slightly higher than the official poverty rate.

Public Housing Income . Income for the purpose of qualifying households for

public housing is estab lished in 24 C.F.R. § 5.609 and requires Public Housing

Authorities to consider all amounts  that contributeto the f ami | i esd annual
income. This includes for example gross wage and salary income, overtime pay,

tips and bonuses, intere st, dividends, Social Security, alimony , and child support.

Not included are lump -sum additions to income from, for example, inheritance,

capital gains, and insurance payments; nonrecurring income from gifts; and

assistance from some programs, such as food stamps. 2 Many of t he items |l isted

as exclusions from annual income under HUD requirements are items that the IRS

includes as taxable income

9See FoOomHUD-50058 I nstruchicomeBaokl & c| &k i 2b83X%for Qdreadetail, 6 pp
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Table 19. HUD Income Compared to APCHA Income Inclusions

APCHA
INCLUDED in HUD Income Program
Wage, salary, tips, bonuses (employment pay) Yes
NET Income from operation of business or profession (income
minus business expenses, loan interest, depreciation) Yes
Interest, dividends, income from real or personal property Yes
Periodic amounts received from SSI, pension, retirement
funds, annuities, disability or death benefits, insurance
policies, etc. Yes
Payments in lieu of earnings, such as unemployment and
disability compensation, worker's compensation and If
severance pay  applicable
If
Welfare and other public assistance payments applicable
Regular cash or noncash contributions and gifts from one not
residing in the residence Yes
Alimony or child support Yes
EXCLUDED from HUD Income
One -time/temporary income, including gifts Yes
Contributions paid directly to a child care provider by
persons not living in the unit No
Typically
Value of food provided through meals on wheels, food not
stamps, school lunch act, WIC, etc. applicable

Source: HUD Occupancy Handbook, 4350.2 REV -1, Chapter 5: Determining Income &
Calculating Rent

HUD does permit households to adjust their income downward with up to five
possible deductions, including:

A deduction for dependents

A child care deduction

A disabi lity assistance deduction

An elderly/disabled family deduction ,and

A deduction for unreimbursed medical expenses

= =4 =8 =4 A

These deductions are designed to assist families with higher costs due to family
circumstances. APCHA does not add similar deductions.

Interviews with APCHA staff brought up challenges with calculating income, an
outcome of the resort economy where holding multip le and seasonal jobs is
common. The primary concern was capturing under -reporting of tip or cash
income, an issue not unique to  Aspen.
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APCHA Asset Limits by Category

APCHA Asset Maximums

Along with income maximums, households must also fall below established net
asset caps established for each Category . Asset limits serve several purposes,
such as testing anegdaotperchasé aadeed bestrictedrhonse
(e.g., identifying trust -fund recipients) and limiting  the resale price of affordable
homes, particularly if a price appreciation cap on the unit is not in place.

The net asset caps shown in the below table  for eac h Category were established
in 2002 and have remained unchanged since that time. Although incomes are

adjusted each year based on CPI capped at 3%, the maximum asset remains

the same each year.  Generally households cannot qualify for APCHA housing if

net assets exceed the maximum amounts permitted for the respective  Category
of housing , with some exceptions. 10

Because asset caps were also added to RO units in 2002, the majority of these
units are not subject to the $900,000 asset cap. There are currently 520 RO
homes, approximately 23% of which (120 total) are affected by the $900,000
asset limitation.

Table 20. Net Asset Cap: 2015
1 2 3 4

Net Asset Cap $100,000 $125,000 $150,000 $175,000

5 6 7 RO
Net Asset Cap $200,000 $225,000 $250,000 $900,000

Source: Employee Housing Guidelines 2015

While financial asset caps are not unique, they are not as common among peer
communities as income limits. Peer communities have found that having
employment provisions that require a large percentage of income to be earned
locally eliminates the need for asset caps.

The Effect of APsCHAOsSs Asset Li mit

Evaluating asset caps by Category, we see that as incomes increase, the asset
caps have the effect of excludi ng a progressively higher percentage of

10 Please see Aspen/Pitkin County Employee Housing Guidelines (Oct. 2015) , Part IV APCHA Eligibility and
Qualification, for more information.
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households within each income range from qualifying for their re spective
Category. In total, about 36% of households employed in Pitkin County that
otherwise earn within targeted APCHA income ranges exceed specified asset
limits.

Table 21. Assets of Households Employed in Pitkin County by Income: 2015

Household Income Range:

Household Under $25 to $50 to $75 to $100 to $150 to $200,000

Assets: $25,000 49,999 74,999 99,999 149,999 199,999 or more TOTAL
Less than

$100,000 86% 78% 64% 60% 37% 22% 7% 50%
$100,000 -

$124,999 9% 6% 5% 5% 9% 10% 10% 7%
$125,000 -

$149,999 0% 4% 5% 3% 6% 3% 4% 4%
$150,000 -

$174,999 0% 1% 2% 4% 2% 5% 2% 3%
$175,000 -

$199,999 1% 1% 4% 2% 3% 6% 4% 3%
$200,000 -

$224,999 0% 1% 2% 2% 5% 5% 2% 3%
$225,000 -

$249,999 0% 0% 3% 3% 3% 0% 0% 2%
$250,000 -

$299,999 0% 4% 4% 3% 5% 6% 7% 4%
$300,000 -

$399,999 0% 1% 2% 4% 6% 3% 5% 3%
$400,000 -

$499,999 0% 0% 2% 3% 5% 9% 5% 4%
$500,000 -

$599,999 0% 0% 1% 2% 5% 6% 3% 3%
$600,000 -

$699,999 1% 1% 2% 2% 2% 5% 1% 2%
$700,000 -

$799,999 0% 0% 1% 2% 1% 1% 8% 2%
$800,000 -

$899,999 0% 0% 1% 0% 3% 7% 0% 2%
$900,000 -

$999,999 0% 0% 0% 0% 1% 2% 3% 1%
Over

$1,000,000 3% 1% 2% 4% 6% 11% 39% 7%
General

Category : Cat 1 Catl Catlto?2 Cat2to 3 Cat3to4 Cat4to 6 RO -
Percent

excluded: 14% 21% 31% 31% 45% 50% 42% 36%

Note : Shading denotes households with assets that are too high to qualify for the respective

Category.
*The table presents conservative estimates of the percentage of excluded households in each
category based on firm application of the asset caps. For example, for inc omes that cross

Category 1 and Category 2, the above assumes that only households with assets above Category
2 asset limits will be excluded, even though in actuality some households earning Category 1
incomes and exceeding the lower Category 1 asset limit s would also be excluded.

Source: Employee Housing Survey 2015
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Several interview and survey comments pointed to the $900,000 cap for RO units

as an issue. Households earning over $200,000 per year are largely excluded

from all but RO units based on existing income caps for the other Categories.  As
shown above, about  42% of these household s have over $900,000 in assets. In
total, however, this comprises no more than about 8% of all working households

and less than a quarter of these households are inter ested in purchasing from
APCHA. In other words, few households are  excluded from the program based

on this asset limitation.

Interview comments also revealed that some households with lower incomes , but

higher than allowed assets are denied access even thoug h they meet all other

criterit. Ther e was a feelninghedd ofb@ern ngawiung and rewar
that do not save.

To help address this, APCHA has a unique clause that allows a household with
lower incomes but assets above the cap to treat a portion of their assets as

income to enable them to qualify for certain Category units. This exception helps
lower income households gain access to APCHA units. On one hand, this may
contribute to the incidence of cost -burden if these householdsd in

support paying for a higher Catego ry of housing. On the ot her hand, this is
fortunate because many of these households, despite having assets larger than
the caps, could not afford market housing in the area.

For illustrative purposes, the below table shows the maximum affordable

purchase price for three -or-mo re dependent households earning the ma Ximum
income for each Category. Even if households were able to apply 100% of the
asset limit toward the purchase price, most households could still not affo rd
market housing in the area.  This is especially true for ho useholds in Categories 4
or below.
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Table 22. Affordable Purchase Price Given Income and Asset Caps: 2015

Households with Cat. 2 Cat. 3 Cat. 4
3-or-more Dependents:

Maximum income $57,500 $78,500 $110,500 $167,500
Asset Cap: $100,000 $125,000 $150,000 $175,000
Affordable Purchase Price* $214,224 $292,462 $411,682 $624,043
Purchase Price + Max Assets** $314,224 $417,462 $561,682 $799,043

Households with Cat. 5 Cat. 6 Cat. 7
3-or-more Dependents:
Maximum income $177,500  $191,500 $208,500
Asset Cap: $200,000  $225,000 $250,000
Affordable Purchase Price* $661,300 $713,459 $776,794
Purchase Price + Max Assets** $861,300 $938,459  $1,026,794

* Principal and interest are based on a 30  -year fixed rate mortgage at a 5% interest rate and 5%
down payment. Taxes, Insurance and HOA comprise 20% of the mortgage payment.

**This makes an aggressive assumption, for illustrative purposes, that 100% of the max assets in each
Category are applied toward the purchase price of the home.

oYes, I managed to save some money, out
money is to be used in case of emergency, | lose my job, | get injured, for

some reason | am unable to work. But, in order to qualify for employee

ho using, | have to use all of this money on housing. This isn't right. There needs

to be some bsavkyaonnene O .

Measuring Assets

APCHA Standards

Measuring assets refers to the verification of net household assets of a

prospective household that  wishes to qualify to purchase or rent an APCHA
program unit. Net assets are calculated by totaling gross ass  ets and deducting
liabilities. Gross assets in the Guidelines are defined as anything which has
tangible or intangible value, including

All cash, such as in checking and savings accounts;

Real and personal property, including automobiles;
Patents and causes of action which belong to any person;
Stock, bonds, mutual funds and other investments;
Interest in the estate of a decedent;
Businessassets/property;

=A =4 =8 -8 -8 -9
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1 Funds or property held in a living trust or any similar entity or interest, where
the person has management rights or the ability to apply the assets to the
payment of debts;

9 The entire property of a person, association, corpora tion, or e state; and

1T 60% of a househol dds pension plans,

Any assets held in retirement accounts that are subject to early withdrawal
penalty are adjusted to 60%  of present value. Additionally, assets of household
members that are qualified  retirees are allowed to adjust the asset cap to 150%

of the amount regularly applica  ble in the respective  Category . As shown below:

1 A similar percentage of households employed in Pitkin County and
APCHA households report having no retirement assets in su  ch accounts
(about 23%).

M About one -half have accounts worth less than $100,000 and 17% of Pitkin
County employed households and 12% of APCHA households have
accounts valued at $200,000 or more.

1 As would be expected, retirement account assets increase as the age of
household members increase.

Table 23. Household Assets

Employed Households

APCHA Employed in

Households Pitkin County
NONE ($0) 21% 23%
Less than $100,000 53% 48%
$100,000 - $149,999 10% 9%
$150,000 - $199,999 3% 5%
$200,000 - $249,999 4% 3%
$250,000 - $299,999 2% 2%
$300,000 - $399,999 2% 3%
$400,000 - $499,999 2% 2%
$500,000 - $599,999 2% 2%
$600,000 - $799,999 1% 2%
$800,000 - $999,999 1% 2%
Over $1,000,000 0% 1%

*Percentages may not add to 100% due to rounding
Source: Employee Housing Survey 2015

reti
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Federal Standards

There is no asset limitation for participation in HUD  -assisted housing programs. Net
assets can affect a householdfés income and tot al

follows:

9 The definition of annual income includes net income from family assets
(e.g. interest earned, etc.).

1 Also, when net family assets exceed $5,000, annual income shall include
the greater of the actual income derived from all net family assets or a
percentageo f t he value of such assets based on HI
rate (currently 2%). * Ther ef ore, i f a househol dbds net as
enough, adding 2% of the asset value to the |
raise their income above the maximum qualification rate.

HUD generally defines an asseta s cash or a non -cash item that can be
converted to cash. 12 Appendix B contains a table that more specifically identifies
what does and does not qualify as an asset, which can be r eferenced for more
information. In summary, w hen compared with qualifying APCHA assets, the
following primary differences are apparent:

1 Retirement accounts are treated differently .HUD includes equity in
and other retirement accounts to which the holder has access. APCHA
counts 60% of these accounts;

1 One-time/non -recurring gifts may or may not be an asset under HUD.
APCHA does not inc lude one -time gifts as assets and has no policy
restricting them . As peer communities commonly see one  -time down
payment gifts from families, they sometimes lim it one -time gift amounts or
treat as an asset; and

1 Personal automobiles are not included as assets under HUD. APCHA does
include personal cars as assets even though cars are necessary for many
employees and cannot be easily converted into funds for housin  g.

Negative Perceptions of Income/Asset Qualification
Based on interviews and survey comments , there is a perception that some
households that do not meet the income and/or asset criteria are able to

acquire APCHA housing by slimnntoi ng or oOabusing tF

Even though the survey indicated that 97.8% of APCHA households have at least
one employee working in Pitkin County, the negative perception exists and is

1124 CFR 5.609(b)(3)
12 24 CFR 5.603(b): Definitions

Navigate, LLC; WSW Consul ting; Rees Consulting, Inc. Section 2 - 59



Policy Study: Aspen/Pitkin  County Housing Authority Affordable Housing Guidelines. February 2016

damaging to the credibility of the program. The time required to dispute

perceptions places an  undue burden on staff, diverts attention away from

primary objectives, and can  outweigh successes of the organization.  Over time,
negative perceptions erode confidence in the program. In other resort

communities, lack of credibility based on perceptions has affected the ability to
create more housing opportunities

Unreported Income

APCHA staff conveyed the challenge of calculating income, an outcome of the
resort economy where holding multiple and seasonal jobs is common. The

primary concern was capturin g under -reporting of tip or cash income. Survey
comments were similar in nature.

Fix that restaurant workers have significant amounts of unreported income. |
mean, | know you can't, but it is frustrating. - Survey comment

Other communities have addressed this by verifying income with employers and
requiring loan documents prior to closing to ensure consistency with income
reported to the bank.

Trust Funders

The other frequent comment is that households that have unearned income
from a trust, o r aofairly acsessing APEHIAeunits. , & ma@untan u
resort communities, this demographic is common , as a large segment of the
workforce that moves to these resorts come from highly educated, upper -middle

class families.

To account for the prevalence of oO0trust funder s¢
t he amount of a oO0giftdé down payment, such as 200¢9
Complexity and Transparency

An overly complex program reduces transparency, which creates an

environ ment ripe for negative perceptions. = The APCHA program is complex

compared to similar housing programs and some applicants describe the system

as ooverwhel ming. o Reduci ng camysibneamdi ty wi | | hel
both negative and mis perceptions.

APCHAds Categories

Inventory of APCHA Units by Category

To understand how well APCHA unit Categories are serving households with an

employee in Pitkin County, this section =~ compare sthe distribution of APCHA units

by Category to locally employed households by Category. Because RO units

contribute to the service | evel of APCHAOGs progr

some RO rental and ownership units that fall within Category prices to that
respective Category.
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1 Of 268 RO rentals, 50 are known to be in Category 1 (Truscott Phase |
renting for between $700 to $750/month) . Rents for the remaining 218
rental RO units are not known; most are not managed by APCHA.

1 About 48% of the 520 RO ownership units are priced at market (e.g.,
above Category 7). Sale prices for most of the remaining RO units fall
within Category 4 (247 units). Another 15 RO units  prices fall within
Categories 5 through 7, comprising about 14% of the inventory in th ese
three Categories.

Table 24. APCHA Redistributed Inventory: 2015

Category

1 2 3 4 5 RO TOTAL
Rentals 148 298 427 32 0 0 0 218 1,123
Ownership 20 197 262 771 25 70 11 252 1,608
TOTAL (#) 168 495 689 803 25 70 11 470 2,731
TOTAL (%) 6% 18% 25% 29% 1% 3% 0% 17% 100%

Rentals exclude 200 seasonal units in Marolt and Burlingame. Rental reclassifies 50 RO units into
Category 1.
Source: APCHA and City of Aspen Community Development Department, Consultant team

Distribution of Units and Employed Households by Category

The below charts compare the percentage distribution of owner and renter
households that have at least one employee in Pitkin County to APCHA units

based on Category. = Where the percentage distrib  ution of units is similar to that
of households, this indicates that APCHA is  providing units in relationship to
employed household incomes . This shows that:

1 The distribution of APCHA rentals is light in Category 1 and Category 4
compared to employed hou seholds. This generally coincides with the
observation that APCHA rental units are underserving households earning
under $25,000 and between $75,000 to $100,000 per year in Section 1.

1  While more low -income rentals are likely needed, many households
earnin g at or near Category 4 incomes may be looking to buy, exhibiting
lower demand for rentals.

1 There appears to be a good distribution of Category 2 and 3 rentals
compared to households in each Category.

1 Itis possible that some of the unclassified RO units  are helping to fill the
gap in Category 1 and Category 4, but more information is heeded to be
sure.
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Figure 3. Distribution of APCHA Rental Units Compared to Households Employed

in Pitkin County by Category: 2015
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Note: some households whose incomes are within a Category may qualify for higher Category
housing (i.e. a household with Category 2 income may qualify for a Category 3 unit).
Source: APCHA, Employee Housing Survey 2015, Consultant team

9 The distribution of owne rship units is heavy in Category 4 compared to
households and a little light in Categories 3, 5 and 7. This generally
coincides with the observation that APCHA ownership units are
underserving households earning between $100,000 to $200,000 per year

in Section 1.

1 The upper (over $100,000) income households may be limited from
purchasing because of asset caps (about 35%), plus there are desirable

options down valley.
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Figure 4. Distribution of APCHA Ownership Units Comparedto  Households
Employed in Pitkin County by Category: 2015
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Note: some households whose incomes are with in a Category may qualify for  higher Category
housing (i.e. a household with Category 2 income may qualify for a Category 3 unit).
Source: APCHA, Employee Housing Survey 2015, Consultant team

Comparison to Peer Communities (Breckenridge, Jackson,
Telluride, Vail)

Income Categories and Limits

All of the towns except Vail have established a series of income categories

based on AMI that are used to determine sale prices and rents, and to qualify
applicants for those units. In Aspen and Jackson, the number of categories
increased over time as market home prices increased and workforce housing

was needed for middle -income households.

The number of categories ranges from three in Telluride up to seven in Aspen
and Jackson butdo  not necessarily reflect the range of incomes served. While
Aspen and Jackson have a similar number of categories , the range of incomes
served in Aspen is much broader and extends to low er income households.

Area Median Income (AMI) is used to define the categories in all other
communities. It is common for a portion of units in workforce housing inventories
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to not have income limits. Income restrictions are often relaxed , as workforce
housing income targets are increased in response to market prices rising above

the levels affordable to  professionals/ managers. Sometimes older units
developed in the early years of atown d mvolvementin hou sing may not have
income caps. Private d evelopers often try to eliminate or increase income caps
to increase the pool of buyers/renters for units they produce , although
experience has shown that this is not necessary; income caps have not impeded
home sales in any of these towns.

Asset Limits

Asset Limits vary widely . Breckenridge and Vail impose no limits on assets, aside
from prohibiting ownership of other residential real estate. More typical is the use

of flat fees, a multiplier of the original sales price or a multiplier of incomes to
establish asset limits. Retirement funds may or may not be counted; i f counted,
this can disincentivize some households to  save for retirement.

See Appendix Efor additional information on peer communities.
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SECTION 30 Affordability Analysis
Purpose

This section evaluates the affordability of eact
affordable housing units to the households that the Categories are intended to
serve. This section:

1 Introduces federal, industry and peer community standards to understand
the affordability of ownership and rental units to households and discusses
what APCHA should consider in applying affordability standards;

9 Evaluates the affordability of APCHA rentals and ownership housing both
for its current occupants and for qualified households for newly restricted
properties. Affordability is analyzed based on the rent or mortgage
payment, as well as rent or mortgage including utilities and homeo wner
association fees. How other issues such as deferred maintenance, capital
improvements and interest rates affect affordability are also presented;
and

9 Discusses how peer communities have measured and addressed housing
affordability issues.

Based on this analysis, recommendations are made on adjustments that could

be made to APCHAGs rents and sales prices based
standards and current rents and sales prices to help APCHA better meet its

housing goals.

Standards of Affordab ility

There is no single o0gold standardo6 for measuri ng
exist, and each is designed to serve an intended purpose. The following three
groups are evaluated to demonstrate standards:

1 Government agencies
1 Mortgage lenders
i Peer resort communities

While the purpose for having affordability standards varies slightly among these
groups, they all:

1 Utilize standards to ensure that housing costs are affordable given
incomes;

Navigate, LLC; WSW Consulting; Rees Consulting, Inc . Section 3 - 65



Policy Study: Aspen/Pitkin  County Housing Authority Affordable Housing Guidelines. February 2016

1 Express the standard as a maximum percentage of income that can be
spent on the housing payment for it to be considered affordable; and

M Set their standard at or near 30% without consideration for unit location,
household income levels and the cost of other necessities.

Government Agencies

Government agencies, such as the Department of Housing and Urban
Development (HUD) and Colorado Housing and Finance Authority (CHFA), use
affordability measures to determine the allocation of public funds by measuring

the level of cost burden in communities and to re gulate access to and set rental
rates for public housing units.

HUD utilizes a simple share of income approach stating that housing is not

affordable i f housing costs exceedax)30% of t he hc
income. 13 This standard originated for HUD public housing programs in the United

States Housing Act of 193 7. The 30% ratio has evolved over time, beginning at

20% in 1940, rising to 25% in1968 and to 30% in 1981. 14

A household is defined as cost -burdened by their housing payment when

housing costs exceed 30% ofax)incoma Haseholdd db6s gr os s
are severely cost -burdened when rent or mortgage comprises 50% or more of

gross income. Cost burdened households, particularly those in lower income

groups, m ay be forced to make tradeoffs to meet other necessary household

expenses, such as food, medical, and transportation and in the safety, quality,

and location of their housing to make ends meet.

The application of the 30% ratio of housing costs to income varies. The
cal culation may compare just rent or mortgage toc
include the cost of utilities in the calculation. For example:

9 Forrents in public housing projects, federal regulations limit the amount of
rent plus an allowance for utilities to be no more than 30% of income. 15

1 The Colorado Housing and Finance Authority permits rents plus utilities for
low -income housing tax credit rentals (LIHTC) to comprise up to 40% of a
gualifying hous®&hol dbés i ncome.

3Income is measured for public housing programs as defined in 25 C.F.R. 8 5.609. See Section 3 & Income and
Assets in this report.

14 See the Housing and Urban Development Act of 1968 and Housing and Community Development

Amendments of 1981, Public Law 97 -35 (8/13/81), 95 Stat. 400.

15 Reference CFR sections here.

16 See Colorado Housing and Finance Authority LIHTC Regulations,

http://www.chfainfo.com/arh/asset/Pages/lihtc -compliance.aspx
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Al t hough HU DddssappBet @ith sbme variation and has some
deficiencies, this standard is the most widely used by federal and state housing
programs. Itis computed from readily available data (income and housing
costs), iseasy to understand and easy to track over t ime.

Mortgage Lenders

Lending standards are  important to consider because buyers of APCHA housing

must obtain mortgages. These standards and the inputs  used in calculating them

are designed to determine an individual househol
mortgage. They also create the secondary market for mortgages by setting the

underwriting criteria on which mortgages are pooled and mortgage backed

securities are issued. If ho using programs do not adhere to these standards,

mortgages from portfolio lenders with typically higher, adjustable interests rates

could be the only option for buyers.

Tomeasure a h o u s e hbdity @ pay, lending institutions rely on lending
standar ds to minimize risk. If a household meets certain standards, they are less
likely to default on the mortgage. Therefore, housing programs often rely on
lenders to ensure that buyers are capable of paying the mortgage on their

home.

Mortgage applications  are typically document heavy, requiring multiple years of
income tax returns, verification of accounts and savings, identification of debts

and assets, among other documents to obtain a complete picture of an
applicantds obligations and resources.

Stand ards set by lending institutions for government  -backed and conventional,
fixed -rate mortgages typically require

1 Alimit on size of the loan. The general national limit is $417,000; however,
the Pitkin County limit is $625,500 based on an adjustme  nt applied to high
cost areas.

T The applicantds housing debt does not exceed
income. The Federal Housing Administration (FHA) applies a limit of 29%
and conventional Fannie Mae is generally up to 32% or 33%. This ratio is
looked at inisolation to determine whether the buyer will be able to pay
the mortgage over time;

T The ratio of the applicantds debt to i ncome
max i mum. Debt may typically comprise up to 4
income and includes studentloa  ns, car loans, credit card debt, and other
obligations ;
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1 A down payment be provided (typically O to 20%), with government or
private mortgage insurance if less than 20%; and

T The applicant & s adequatdforthe Ipan being solgkt (a
higher credit score usually translates to a lower interest rate).

Mortgage companies do not include utilities when calculating whether a
housing payment is affordabl e. Homeowner ds assc
typ ically included when calculating the debt -to -income ratio.

A mortgage that exceeds the loan limit of $625,500 is known as a jumbo loan.

Because different standards apply to Jumbo Loans, they are not purchased by
Government Sponsored Enterprises (GSESs) li ke Fannie Mae or Freddie Mac. Also,
because the risk is higher to lenders, mainly due to the larger loan amount,

interest rates and down payments are generally higher. However, debt -to-
income standards are often less restrictive  , meaning a household isa ble to pay a
higher percentage of their income toward housing costs. This is because

households with higher incomes purchase higher priced homes and they have

more funds available to pay for housing and still afford non -housing essentials.

Lendingstandar ds recognize the variations in a house
housing costs based on the householdds financi al
Because of this, there is more flexibility in me
30% measure.

Peer Resort Communities

Determining an affordability standard is a common challenge for polic y makers

in resort communities. Selecting a measure that minimizes the subsidy to create
the unit , while ensuring that housing is a source of financial stability to the
occup antis a delicate balance.

All of the peer communities reviewed use the 30% ratio of income -to-housing
cost as the basis for measuring affordability. Because they all use HUD data in
other aspects of their housing program (i.e., AMI data to set income | imits,

household size, percentage of AMI to define category ranges) this standard is an
easy method to track affordability of the program.

They also use the 30% figure as the primary input for setting rental rates and sales
prices, although not with con  sistency. Home prices/rents may be set based on
multiple factors including development costs, subsidies available and developer
negotiations. If the units are income capped, the prices may be close to top end

of the affordable range, requiring applicants t 0 obtain assistance (usually from
parents) or obtain an ARM that will make the payment affordable for the initial
year or two .
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Peer communities vary their assumptions for inputs in the calculations (persons
per bedroom, point within the category range, i nterest rate, down payment,
etc.), but are generally transparent about the methodology used to calculate
amounts.

Inputs for Housing Cost Calculation

The inputs used in calculating the 30% standard vary among housing agencies
and peer communities:

1 Theinterest rate is a variable that greatly impacts the percentage.
Lenders use the rates they currently charge even if that rate will increase
later through an adjustable rate mortgage. Peer communities tend to use
a rate slightly higher (often one percentag e point) than current market
rates as a buffer to interest rate increases. Summit County uses 7.5% for
extra cushion.

1 Utilities are not included in any ownership programs.

1 None of the peer communities include utilities in either ownership or rental
housing, though Low Income Housing Tax Credit ( LIHTQ is handled
differently by its own standard (40% of income on rent including utilities)

1 HOA fees are considered, but may be adjusted if the fees are atypically
large (e.g., they cannot be covered by a standard percentage assumed
for taxes, insurance and HOA).

While HUD is the standard applied by all of the peer resort communities, the high
cost of housing requires that these housing programs serve higher -income
households than the HUD standard is genera lly intended to measure. Many
communities have created units without price caps to address this.

Unfortunately, common experience has shown steep appreciation in prices on
units without a cap and all peer communities now impose a price cap, even on
units intended to serve higher -income groups.

Weaknesses in the 30% Affordability Standard

The simple 30% ratio has criticisms, mainly regarding its ability to explain true
housing affordability, including:

1) Non-housing essentials. Households earning $ 100,000 per year have much
more left over after paying 30% of their income for rent or mortgage to
cover other necessary costs than do households earning less than $30,000
per year. The flat 30% ratio does not take into account the varying ability
for hou seholds at different income levels to afford non -housing essentials
such as food, clothing, transportation, healthcare and childcare.
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2) Cost of living. The 30% ratio does not account for the cost differences in
food, shelter, transportation, and other livi ng expenses that occur from
one housing market to another, affecting the total cost of living in an area
and, therefore, what a household can realistically afford to pay for
housing to meet other expenses.

3) Condition and location of housing. The 30% ratio does not take into
consideration the physical condition, safety , hor location tradeoffs that
households must make or are willing to make to afford their housing. Nor
does it consider investments that owners may need to make to repair
substandard propert ies.

Restructuring the approach for determining affordability has long been debated
without resolution. Stepping up the percentage as household incomes increase

has been suggested since the residual income for non -housing necessities also
increases as inc omes rise. High cost communities such as Pitkin County and peer
communities where housing programs must serve higher -income households
than the HUD standard is generally intended to serve may provide the

environment for this type of scaled residual  -income approach . No housing
agencies or communities have been identified, however, that have adopted this
approach.

Affordability of APCHA Housing
The affordability of APCHA®8s housing is analyzec

1. Rental Affordability and
2. Ownership Affordability

This section applies the affordability standard of no more than 30% of income

paid toward rent or mortgage (excluding utilities) to determine when housing

may be considered unaffordable. The purpose of this section is to determine
whether APCHA can con sider changes in its rents or sales prices to better meet
its goals. The affordability of these units is evaluated by:

1. Comparing the household incomes of existing occupants of APCHA
rentals and owned homes to their rent or mortgage payment.

2. Comparing the rents and sale prices established by APCHA in its
Guidelines to Category incomes, which will primarily impact how new
housing is priced.

3. Examining permitted resale prices to determine whether APCHA homes
remain affordable under current app reciation allowances.

4. Examining changes in APCHAG6s rents, sales pr
determine if they have retained relative affordability over time.
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Part 1 - Rental Affordability

To keep rents affordable to tenants, APCHA limits the amount of rent th at can be
charged for Employee Housing unit sthat falls under APCHA oversight. The rent
includes the cost of common utilities, snow removal, landscaping, = condominium
du es, management costs and taxes, but not individually metered utilities  or trash.
The rental rate is the same for both furnished and unfurnished units. This practice
is typical among peer communities  ; although in seasonal worker housing utilities
are generally included , and trash is often covered in all apartment rentals.

APCHA®Gs i mofvmmne thanrl,00 units has several different rental rates
within each Category, as well as between Categories. Rental rates were

originally based on an amount per square foot. The amount per square foot was
adjusted over the years, and new units placed into service had rental caps
based on the square footage of the unit and its Category . In 2002, the current
baseline rent was established to represent household incomes at that time.

9 For units placed in service, rents are allowed to annually increase a t CPI or
3%, whichever is less. Prior to 2002, the CPI was not capped. From 1978 to
2015, the annual increase in rent has been as little as zero and as much as
6.6% with an average annual increase of 1.61%.

Table 25. Permitted Increase in Rent for Existing Affordable Rentals

Year Increase Year Increase Year Increase Year Increase ‘
1978 0.00% 1988 0.00% 1998 0.73% 2008 3.00%
1979 0.00% 1989 4.70% 1999 0.54% 2009 0.70%
1980 0.00% 1990 3.00% 2000 1.08% 2010 2.30%
1981 0.00% 1991 0.00% 2001 1.40% 2011 1.30%
1982 0.00% 1992 2.00% 2002 1.63% 2012 3.00%
1983 6.60% 1993 1.20% 2003 2.15% 2013 1.70%
1984 5.00% 1994 1.00% 2004 1.60% 2014 1.10%
1985 3.30% 1995 1.10% 2005 3.00% 2015 1.10%
1986 0.00% 1996 0.99% 2006 3.00%

1987 0.00% 1997 1.31% 2007 1.70%

Source: Employee Housing Guidelines 2015

For newly income -restricted rental units, APCHA establishes maximum rents  each
year, also based on CPIl. Once units are placed into service, they may
appreciate as defined above.

In 2015, established rents range from a low of less than $500 to nearly $3,000 per
month, as shown in the below table.
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Table 26. 2015 APCHA Maximum Monthly Rental Rates

Unit Type Category 1  Category 2  Category 3 Category4 RO

Studio $492 $875 $1,307 $1,734 $2,379
1 Bedroom $608 $1,028 $1,457 $1,903 $2,545
2 Bedroom $720 $1,180 $1,610 $2,057 $2,697
3 Bedroom $834 $1,320 $1,767 $2,210 $2,853
SF Detached $951 $1,489 $1,918 $2,284 $2,929

*Includes cost of common utilities,  condominium dues, management costs and taxes.
Source: Employee Housing Guidelines 2015

APCHA also establishes maximum yearly incomes that occupants may earn to
qualify for rentals in each Category. Incomes vary based on the number of

adults in the househo 1d.1” Income maximums are used to qualify households for
both existing and n ewly -restricted APCHA units. The below table shows the range
of incomes that households may earn to qualify for each Category of housing.

Table 27. 2015 Category Incomes for APCHA Rentals

Number of Catl Cat2
Adults — ppin* Max Min Max
1-Adult $14,000 $35,000 $35,001 $56,000
2-Adults $23,000 $52,000 $52,001 $81,000
3-Adults $28,000 $62,000 $62,001 $96,000

Number of
Adults

1-Adult $56,001  $88,000 $88,001 $145,000
2-Adults $81,001 $133,000 $133,001 $215,000
3-Adults $96,001 $156,000 $156,001 $252,000

*The minimum income for Category 1 was estimated based on the spread of incomes permitted in
Category 2. APCHA does not  define a minimum income for Category 1 households, but does
require occupants to work full  time (1,500 hours per calendar year), meaning that the vast majority
of qualifying households earn at least $15,000 ($10/hour) or more per year.

Source: Employee Ho using Guidelines 2015

Affordability for Renters in Existing Units

Cost-burden is a problem for a por  tion of current APCHArenters. APCHAG s
affordable rental housing is not affordable for all who occupy it.

17 See Section 2 8 Income, Assets & Categories for more information on APCHA income maximums.
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0Stop raising the r endhbdsinglfor 3waosthsiamd thenngnt e n
was raised 5%!!! I'm lucky if | get a 2% raise......I never get a 5% raise....please
s t o pd!Suirdey comment

About 23% of existing APCHA renters are cost -burdened (pay more than 30% of
their income) for rent.  This is only somewhat lower than for households employed

in Pitkin County overall (28% of renters are cost -burdened). 8 When utilities are
added, the percentage of cost -burdened APCHA renters increases to 27.5%.

Evaluated by Category of unit and household type:

1 Cost-burden mostly affects households occupying units in Category 1
(61.5% of households) and Category 2 (32.4% of households).

9 One -adult households find units less affordable than other households --
30% are cost -burdened.

When utilities are add ed to the rent or mortgage payment, low income and one
adult households are still disproportionately cost burdened . Data on the impact
of including uti lities is provided in Appendix C .

Table 28. Households Paying Over 30% of Income for Rent: APCHA Renters 2015

1-adult 2-adults 3-adults Total
Households
% Cost-Burdened 29.9% 18.0% 9.1% 23.0%
Category 1 Category 2 Category 3 Category 4
% Cost-Burdened 61.5% 32.4% 0.3% 0.0%

Source: 2015 Employee Survey

Rents for New Units Compared to APCHA Category Incomes

I n general, APCHAOs specified rentseveryn rel ati on
Category are affordable. Some variations are seen when households earn less
than the maximum incomes in some Categories:

1 Households earn ing near the minimum income for Category 1 and one -
adult households in Categories 2 and 3 have trouble affording rents.

9 For all other households and Categories, it would be possible to increase
rents under the current income ranges and not compromise the general
affordability of the program based on the 30% housing payment
standard.

18 See Section 1 8 APCHA Affordable Housi _ng Program for this data.
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The below table provides a simple overview of the average affordabil

APCHADG s

ity of
r e nt aBly dividingothie mavenage maximum income for each

Category into the averag

average income is generated.

e of rents for all unit types, a ratio of average rent t o]
This shows that rents are set within affordable

ranges, based on the 30% standard, with affordability generally increasing as the

Categories increase. In other words, C

households that income

ategory 4 is relatively more affordable to
-qualify for units (12% average rent to income) than

Category 1 (17% average rent to income).

Table 29.Average Affordability of APCHAOs Maxi
Catl Cat2 Cat3 Cat4
Average income $49,667 $77,667 $125,667 $204,000
range*
Average rent ** $721 $1,178 $1,612 $2,038
Ratio of monthly rent to 17% 18% 15% 12%
monthly income ***

*Simple average of 1 -, 2- and 3 -adult maximum incomes specified by APCHA.
**Simple average of maximum rents specified for each unit type.
***Ratio of average rent divided by average income.

This general observation is supported by the more detailed analysis presented
below, which compares the incomes that
can earn to qualify for each Category unit to the rents for each unit type. This
shows that:

1 Rents in each Category are generally affordable for households earning

1

at or near the maximum incomes. Theoretically, one -adult households
renting single family homes in Category 1 or 2 would pay over 30% of their
income for rent but, with only three single  -family rentals, this seems
unlikely.

Affordability problems occur for households earning near the minimum
incomes in Category 1, including:

one -, two - and three -adult households

o No units are affordable to
0 Only studios are affordable

one -adult households;
to  two -adult households; and

0 Three-adult households can only afford a

1-bedroom (which they

cannot occupy due to two persons per bedroom restrictions).

i Affordability is also a problem for one
minimum incomes in all but Category 4.

-adult households earning near the
One -adult households earning

the minimum income In Categories 2 or 3 could only afford a studio unit.

This may work fine for a 1 -person household, but is unsuitabl

e for a single -

parent household.

This supports the need to base household size (and

incomes) on total occupants, not just adults as explored in Section 4.
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1 Rents in most Categories are priced affordable

have significant limitations

Table 30. Percent of Monthly Income Spent on

1-bedroom or

New APCHA Rentals, 2015

Rent by Qualifying Households:

for the full range of
incomes. For example, atwo -adu It household earning between the
minimum and maximum income in Category 2 could afford to rent a

Category 2 studio,
households earning at or near the minimum income for each Category
on selection.

2-bedroom unit. Only one

-adult

Catl Cat2 Cat3 Cat4
Adults / Unit Min Max Min Max Min Max Min Max
1/ Studio 42.2% | 16.9% 30.0% 18.8% | 28.0% | 17.8% | 23.6% | 14.4%
1/1BR 52.1% | 20.8% 35.2% 22.0% | 31.2% | 19.9% | 25.9% | 15.7%
1/2BR 61.7% | 24.7% | 40.5% 25.3% | 34.5% | 22.0% | 28.0% | 17.0%
1/3BR 71.5% | 28.6% | 45.3% 28.3% | 37.9% | 24.1% | 30.1% | 18.3%
1/SF 81.5% | 32.6% 51.0% | 31.9% | 41.1% | 26.2% | 31.1% | 18.9%
2 / Studio 25.7% | 11.4% 20.2% 13.0% | 19.4% | 11.8% | 15.6% | 9.7%
2/1BR 31.7% | 14.0% 23.7% 15.2% | 21.6% | 13.1% | 17.2% | 10.6%
2/2BR 37.6% | 16.6% 27.2% 17.5% | 23.9% | 14.5% | 18.6% | 11.5%
2/3BR 43.5% | 19.2% 30.5% 19.6% | 26.2% | 15.9% | 19.9% | 12.3%
2/ SF 49.6% | 21.9% 34.4% 22.1% | 28.4% | 17.3% | 20.6% | 12.7%
3/ Studio 21.1% 9.5% 16.9% 10.9% | 16.3% | 10.1% | 13.3% | 8.3%
3/1BR 26.1% | 11.8% 19.9% 12.9% | 18.2% | 11.2% | 14.6% | 9.1%
3/2BR 30.9% | 13.9% 22.8% 14.8% | 20.1% | 12.4% | 15.8% | 9.8%
3/3BR 35.7% | 16.1% 25.5% 16.5% | 22.1% | 13.6% | 17.0% | 10.5%
3/SF 40.8% | 18.4% 28.8% 18.6% | 24.0% | 14.8% | 17.6% | 10.9%
Source: Aspen/Pitkin County Housing Authority, Consultant Team
APCHA households pay an average of $132 per month in utilities. 19 When the

average cost of utilities is added to the maximum rents for each Category,

households earning the maximum income for each range are still generally able
to afford APCHA rentals. As shown below:

1 A few households earning the

over 30% for rent plus utilities, but no household pays more than 40% for
rent plus utilities;

1 As expected, the affordability for households earning at or near the
minim um for each Category decreases.

most affo rdability problems, along with all lower income households in
Category 1.

maximum income in eac h Category pay

One -adult households have the

19Source: Employee Housing Survey 2015; see Section 1 & Examination of APCHAG #ffordable Housing Program

for this data.

Navigate, LLC; WSW Consulting; Rees Consulting, Inc .

Section3 - 75




Policy Study: Aspen/Pitkin  County Housing Authority Affordable Housing Guidelines. February 2016

Percent of Monthly Income Spenton  Rent Plus Utilities by Qualifying Households:
New APCHA Rentals, 2015

Catl Cat2 Cat3 Cat4

AdLlJJrI]tist:/ Min Max Min Max Min Max Min Max
1/ Studio 53.5% 21.4% 34.5% | 21.6% | 30.8% | 19.6% | 25.4% | 15.4%
1/1BR 63.4% 25.4% 39.8% | 24.9% | 34.0% | 21.7% | 27.7% | 16.8%
1/2BR 73.0% 29.2% 45.0% | 28.1% | 37.3% | 23.8% | 29.8% | 18.1%
1/3BR 82.8% 33.1% 49.8% | 31.1% | 40.7% | 25.9% | 31.9% | 19.4%
1/SF 92.8% 37.1% 55.6% | 34.7% | 43.9% | 28.0% | 32.9% | 20.0%
2 / Studio 32.6% 14.4% 23.2% | 14.9% | 21.3% | 13.0% | 16.8% | 10.4%
2/1BR 38.6% 17.1% 26.8% | 17.2% | 23.5% | 14.3% | 18.4% | 11.4%
2/2BR 44.5% 19.7% 30.3% | 19.4% | 25.8% | 15.7% | 19.8% | 12.2%
2/3BR 50.4% 22.3% 33.5% | 21.5% | 28.1% | 17.1% | 21.1% | 13.1%
2/ SF 56.5% 25.0% 37.4% | 24.0% | 30.4% | 18.5% | 21.8% | 13.5%
3/ Studio 26.7% 12.1% 19.5% | 12.6% | 18.0% | 11.1% | 14.4% 8.9%
3/1BR 31.7% 14.3% 22.5% | 14.5% | 19.9% | 12.2% | 15.7% 9.7%
3/2BR 36.5% 16.5% 25.4% | 16.4% | 21.8% | 13.4% | 16.8% | 10.4%
3/3BR 41.4% 18.7% 28.1% | 18.2% | 23.7% | 14.6% | 18.0% | 11.2%
3/SF 46.4% 21.0% 31.4% | 20.3% | 25.6% | 15.8% | 18.6% | 11.5%

Source: Aspen/Pitkin County Housing Authority, Consultant Team

The following charts show the range of rents that each sized household can

afford to pay given the  income range for each Category. This range is

compared to the APCHA rents for each sized home, visually displaying where
Category rents may exceed a househol dds
the above findings that households earning below maximu m incomes Category

1 and Category 2 have difficulty affording rents.

One -adult households earning

I The maximum income in Category 1 can afford to pay up to $875 in rent,
which is higher than the rents for all available unit types.

1 The minimum income for Category 1 can afford to pay $350 per month,
which is lower than the rents for all APCHA units & no rentals would be
affordable to this household based on the 30% standard.

1 The only Category in which minimum  -income 1 -adult households can
afford more than a studio is in Category 4.
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Figure 5. Rent Affordable to Households Within the Permitted Income Range for
Each Category Compared to APCHA Rents: One  -Adult Household 20

B Minimum income re A5tudiom 1BR m2BR 7 3BR m SF m Maximum income rent

$4,000 $3.625

$3,500

$3,000

$2,500

$2,2082,201

§ 32
n:$ ,000

$1.500 $1,4081,401

Category 1 Category 2 Category 3 Category 4
1-Adult Household by Category
Source: Aspen/Pitkin County Housing Authority, Consultant Team.

Two-adult households earning:
I The maximum income in all Categories can afford any unit type.

1 At any point within the income range in Categories 3 and 4 can afford any unit
type.

1 The minimum income in Category 2 can afford up to $1,300 in rent. Studios, 1 -
and 2 -bedroom units rent for less than this amount.

1 The minimum in Category 1 can afford $575 per month. Only studio units rent for
less than this amount.

20 Based on the standard that no more than 30% of income is used for rent. Category 1 minimum rents are
calculated from the estimated minimum incomes in Table 30, above.
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Figure 6. Rent Affordable to Households Within the Permitted Income Range for
Each Category Compared to APCHA Rents: Two -Adult Household

® Minimum income re 28tudiom 1BR m2BR = 3BR B SF m Maximum income rent

$5,375

$3,32%3,326

$2,02%2,026

$1,3081,301

Category 1 Category 2 Category 3 Category 4
2-Adult Household by Category
Source: Aspen/Pitkin County Housing Authority, Consultant Team.

Three-adult households earning the minimum income can easily afford any
type unit in any Category excluding Category 1. Category 1 minimum -
income earners can pay $700 per month, which would include a studio or 1
bedroom unit.

Figure 7. Rent Affordable to Households Within the P ermitted Income Range for
Each Category Compared to APCHA Rents: Three -Adult Household

B Minimum income re 8tudiom 1BR m 2BR = 3BR m SF m Maximum income rent

$7,000 $6.300

$6,000

$5,000

$3,9083,901

= $4,000

$2,4082,401

Category 1 Category 2 Category 3 Category 4
3-Adult Household by Category

Source: Aspen/Pitkin County Housing Authority, Consultant Team.
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Based on the above, APCHA may:

1 Raise rents, particularly in Categories 3 and 4. This may be desirable if a
goal is to decrease subsidies to the program. Decreased subsidies to the
higher income Categories may permit increased subsidy to lower income
households and help alleviate some of the cost -burden among
households in Categories 1 and 2inp articular.

1 Decrease incomes. Depending upon program goals and target market
incomes to serve, it may be appropriate to decrease qualifying incomes
for Categories 3 and 4 in particular. Category 4 rental incomes span the
same range as Category 5 through 7 for ownership.

These decisions are at least as much tied to policy as they are to calculations.

Estimated AMI Rents

The below presents one option that APCHA could consider. This shows the
change in rents that would occur if APCHA changed to an AMI system based on
the porting methodology presented in Section 2 & Income, Assets and
Categories. 21 The calculation represents the mid  -point rent for the AMI range,
meaning that some rents will be lower than the calculated rent and some will be
higher. As shown:

1 Rents for Category 1 are estimated to be about the same as current
APCHA rents;

1 Rents would increase based on permitted affordability for each higher
Category. The largest change is seen in Category 4, with most rents
doubling (or more) from their current rates. 2

1 Part of the reason for this large increase is related to the assumption that
households will pay no more than 30% of their income for rent for it to be
affordable . This contrasts with APCHA®GGs current p
average rent affordability to be low, averaging between 12% and 18% of
monthly income (see Table 30 at the start of this section). A change in this
assumption, which may be related to policy as mu ch as process, would
affect the AMI rent rates.

21 See Appendix C for details on the calculation methodology and assumptions made.
22 Appendix C has a detailed table showing the percentage change in rents for ea ch unit type.
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Figure 8. Estimated AMI Rents Compared to Maximum APCHA Rents

$7,000 m Studiom 1-br = 2-br m 3-br m Single Family

$6,000

$5,000

$4,000

$3,000

Monthly Rent

$2,000

$1,000

$0

APCHA| Mid-point APCHA| Mid-point APCHA

Category 1 Category 2 Category 3 Category 4

AMI Rent represents the mid -point rent for the AMI range. Some rents may fall below this price
point and some above, but average rents will equal those in the table.
Source: Aspen/Pitkin County Housing Authority, Consultant Team.

Part 2 - Ownership Affordability

To keep ownership units affordable long  -term, APCHA establishes the maximum
purchase price for housi ng units that it oversees. APCHA determines this price at
the time of initial sale and upon each transfer of ownership.

The initial sales price is calculated to be affordable to the household income

category it is designed to serve. In 2002, the current baseline was established to
represent current household incomes at that time and to take into account

other housing costs (property taxes, insurance, HOA dues, interest rate, etc.). The
method of calculation used is unclear. This baseline has been adjuste d annually
based on CPI capped at 3% to determine the maximum price at resale.

The initial sales price on RO units is determined on a case  -by-case basis with the
devel oper usually setting the price.  If another affordable housing unit is

developed in assoc iation with the RO unit, the average sales price of both units is
not allowed to be greater than the Category 3 maximum.

The Maximum Sales Prices for newly deed -restricted units and lots (i.e., those first
sold in 2015) established by APCHA are as follows
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Table 31. 2015 APCHA Maximum Sales Prices

Unit Type Category 1 \CategoryZ \CategoryB Category 4

Studio $40,000 $93,000 $155,000 $262,000
1 Bedroom $52,000 $111,000 $169,000 $280,000
2 Bedroom $63,000 $137,000 $200,000 $311,000
3 Bedroom $72,000 $168,000 $234,000 $344,000
SF Detached $87,000 $199,000 $264,000 $371,000
SF Lot n/a n/a n/a n/a
Unit Type ‘ Category 5 Category 6 Category 7 RO
Studio $365,000 $407,000 $457,000 n/a
1 Bedroom $395,000 $438,000 $488,000 n/a
2 Bedroom $429,000 $471,000 $522,000 n/a
3 Bedroom $457,000 $498,000 $549,000 n/a
SF Detached $489,000 $532,000 $579,000 n/a
SF Lot $105,000 $146,000 $152,000 $186,000

Source : Employee Housing Guidelines 2015

APCHA also establishes maximum yearly incomes that occupants may earn to
gualify to own in each  Category . The below table expresses the range of
incomes that can qualify for each Category of housing.

Table 32. 2015 Category Incomes for APCHA Ownership

0 $14,000 $35,000 $35,001 $56,000 $56,001 $88,000 $88,001 $145,000

1 $18,500 $42,500 $42,501 $66,500 $66,501 $95500  $95,501 $152,500

2 $29,000 $50,000 $50,001 $71,000 $71,001 $103,000 $103,001 $160,000

3 $36,500 $57,500 $57,501 $78,500 $78,501 $110,500 $110,501 $167,500
Dependents (0F:115) Cat6 Cat7

Min Max Min Max Min Max
$145,001 $155,000 $155,001 $169,000 $169,001 $186,000
$152,501 $162,500 $162,501 $176,500 $176,501 $193,500
$160,001 $170,000 $170,001 $184,000 $184,001 $201,000
3 $167,501 $177,500 $177,501 $191,500 $191,501 $208,500

*The minimum income for Category 1 was estimated based on the spread of incomes permitted in
Category 2. APCHA does not define a minimum income for Category 1 households, but does
require occupants to work full time (1,500 hours per calendar year), meaning that the vast majority
of qualifying households earn at least $15,000 ($10/hour) or more per year.

Source: Emp loyee Housing Guidelines 2015

N|F—,|O
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Current APCHA Owners
Cost-burden is not a significant problem for current APCHA owners.

Only 10% of current APCHA owners are cost -burdened (pay more than 30% of
their income) for mortgage. This is lower than for owners employed in Pitkin
County overall (19% total). 23 When HOA fees are also added, APCHA cost -
burden rises to 15%.

Evaluated by Category of unit and household type:

1 Cost-burden mostly affects households occupying units in Category 1
(55.4% of households) and Category 2 (23.8% of households).

1 A similar percentage of households by dependent type are cost
burdened by their mortgage payment, ranging between about 8% and
11%. This rises to near 16% forzero- and one -dependent households when
HOA fees are added.

Table 33. Households Paying Over 30% of Income for Mortgage: APCHA Owners
2015

0- 1- 2- 3- TOTAL

dependents dependent dependents dependents* owners

% cost-burden ed 10.8% 10.6% 7.5% 11.0% 10.0%
Including HOA 15.6% 16.6% 9.3% - 15.0%

*Small sample size for 3+ dependent households , consider this with interpretation

Category Category Category Category Categories

1* 2 3 4 5 .- 7**
% cost-burden ed 55.4% 23.8% 4.7% 4.1% 1.3%

*Category 1 has a small sample size, consider this with interpretation.
**Categories 5, 6, and 7 are consolidated due to small individual sample sizes.
Source: 2015 Employee Survey

New For-Sale Homes Compared to APCHA Category Incomes

The below table provides a simple overview of the average affordabilit y of
APCHA®Gs o wn er s hBydividmg tbecaveemge .maximum income for
each Category into the average of sale prices for all unit types, a ratio of

average sale price to average income is generated.

1 The below generally shows that sale prices are set within affordable
ranges.

23 See Section 1 8 APCHA Affordable Housing Program for this data.
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1 Typically households can afford to purchase homes that are at least
three -times and, with current low interest rates, near 4 -times their income
based on the 30% affordability standard.

9 Calculated ratios show sale prices average between 1.48 - and 2.68 -times the
maximum household incomes for each Category, indicating relatively affordable
prices .
Table 34. Average Affordability of APCHAGs Maxi mum
Catl Cat2 Cat3 Cat4 Cat5 Cat6 Cat7
Average $42,501 $64,501  $95,501 $152,501 $162,501 $176,501 $193,500
income
range *
Average $62,800 $141,600 $204,400 $313,600 $427,000 $469,200 $519,000
sale price **
Ratio of sale 1.48 2.20 2.14 2.06 2.63 2.66 2.68
price to
income ***

*Simple average of 0-, 1-, 2- and 3 -dependent maximum incomes specified by APCHA.
**Simple average of maximum sale prices specified for each unit type.

***Ratio of average sale price divided by average income.

Source: Employee Housing Guidelines 2015, Consultant Team

Thisgeneral observation is supported by the more detailed analysis presented
below, which comparest he incomes that zero- through three +-dependent
households can earn to qualify for each Category unit to the maximum s ale
prices for each unit type.  This showsthat:

9 Sale prices in each Category are generally affordable for households
earning at or near the  maximum incomes.

1 Affordability problems occur for households earning near the minimum
incomes in Category 1 for  zero-dependent households. These households
could afford a1 -bedroom or smaller home.

1 Minimum income earners in Category 2 with zero- or one -dependent
generally could not afford 3  -bedroom or single -family homes.

1 Home choices for which households can quali fy based on their size are
generally available to the remaining households in other Categories.

OAf fordabl e housing in Pitkin County is
raise a family in Aspen anymore with just one job. Homeowner's Association

fees are ridiculous. We were on the list for Burlingame Phase 2 but chose to

purchase down valley because of how expensive HOA fees were predicted

t o be f or s2bihE@ployds Modsidy Shirvey Comment
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Table 35. Percent of Monthly Income Spent on

Mortgage and HOA 24 by APCHA Households: 2015

Dependents / Catl Cat2 Cat3 Cat4 Cats Cat6 Cat7

Unit Min Max Min Max Min Max Min Max Min Max Min Max Min Max
0/ Studio 21.9% | 8.7% | 20.3% | 12.7% | 21.2% | 13.5% | 22.8% | 13.8% | 19.3% | 18.0% | 20.1% | 18.4% | 20.7% | 18.8%
0/1BR 28.4% | 11.4% | 24.3% | 15.2% | 23.1% | 14.7% | 24.3% | 14.8% | 20.8% | 19.5% | 21.6% | 19.8% | 22.1% | 20.1%
0/2BR 34.4% | 13.8% | 29.9% | 18.7% | 27.3% | 17.4% | 27.0% | 16.4% | 22.6% | 21.2% | 23.2% | 21.3% | 23.6% | 21.5%
0/3BR 39.3% | 15.7% | 36.7% | 22.9% | 32.0% | 20.3% | 29.9% | 18.1% | 24.1% | 22.6% | 24.6% | 22.5% | 24.9% | 22.6%
0/SF 47.5% | 19.0% | 43.5% | 27.2% | 36.1% | 22.9% | 32.3% | 19.6% | 25.8% | 24.1% | 26.3% | 24.1% | 26.2% | 23.8%
1/ Studio 16.5% | 7.2% | 16.7% | 10.7% | 17.8% | 12.4% | 21.0% | 13.1% | 18.3% | 17.2% | 19.2% | 17.6% | 19.8% | 18.1%
1/1BR 215% | 9.4% | 20.0% | 12.8% | 19.4% | 13.5% | 22.4% | 14.0% | 19.8% | 18.6% | 20.6% | 19.0% | 21.2% | 19.3%
1/2BR 26.1% | 11.3% | 24.7% | 15.8% | 23.0% | 16.0% | 24.9% | 15.6% | 21.5% | 20.2% | 22.2% | 20.4% | 22.6% | 20.6%
1/3BR 29.8% | 13.0% | 30.2% | 19.3% | 26.9% | 18.7% | 27.6% | 17.3% | 22.9% | 21.5% | 23.4% | 21.6% | 23.8% | 21.7%
1/SF 36.0% | 15.7% | 35.8% | 22.9% | 30.4% | 21.1% | 29.7% | 18.6% | 24.5% | 23.0% | 25.0% | 23.1% | 25.1% | 22.9%
2/ Studio 10.6% | 6.1% | 14.2% | 10.0% | 16.7% | 11.5% | 19.5% | 12.5% | 17.5% | 16.4% | 18.3% | 16.9% | 19.0% | 17.4%
2/1BR 13.7% | 8.0% | 17.0% | 12.0% | 18.2% | 12.6% | 20.8% | 13.4% | 18.9% | 17.8% | 19.7% | 18.2% | 20.3% | 18.6%
2/2BR 16.6% | 9.6% | 21.0% | 14.8% | 21.5% | 14.9% | 23.1% | 14.9% | 20.5% | 19.3% | 21.2% | 19.6% | 21.7% | 19.9%
2/3BR 19.0% | 11.0% | 25.7% | 18.1% | 25.2% | 17.4% | 25.5% | 16.4% | 21.8% | 20.6% | 22.4% | 20.7% | 22.8% | 20.9%
2/SF 22.9% | 13.3% | 30.4% | 21.4% | 28.4% | 19.6% | 27.6% | 17.7% | 23.4% | 22.0% | 23.9% | 22.1% | 24.1% | 22.0%
3/ Studio 84% | 53% | 12.4% | 9.1% | 15.1% | 10.7% | 18.1% | 12.0% | 16.7% | 15.7% | 17.5% | 16.3% | 18.3% | 16.8%
3/1BR 10.9% | 6.9% | 14.8% | 10.8% | 16.5% | 11.7% | 19.4% | 12.8% | 18.0% | 17.0% | 18.9% | 17.5% | 19.5% | 17.9%
3/2BR 13.2% | 8.4% | 18.2% | 13.4% | 19.5% | 13.8% | 21.5% | 14.2% | 19.6% | 18.5% | 20.3% | 18.8% | 20.9% | 19.2%
3/3BR 15.1% | 9.6% | 22.4% | 16.4% | 22.8% | 16.2% | 23.8% | 15.7% | 20.9% | 19.7% | 21.5% | 19.9% | 21.9% | 20.1%
3/SF 18.2% | 11.6% | 26.5% | 19.4% | 25.7% | 18.3% | 25.7% | 16.9% | 22.3% | 21.1% | 22.9% | 21.3% | 23.1% | 21.2%

Source: Aspen/Pitkin County Housing Authority, Consultant Team.

24 Principal and interest are based on a 30  -year fixed, 5% rate with 5% down. Taxes, Insurance and HOA comprise 20% of the mortgage payment. HOA dues average
$286 per month for APCHA households based on the 2015 Employee Housing Survey.
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APCHA owners pay an average of $182 per month in utilities. 25 When the
average cost of utilities is added to the maximum mortgage plus HOA payment
for each Category, households earning the maximum income for each range
are still generally able to afford APCHA homes. As shown below:

1 Zero- and one -dependent household s earning the maximum income in
Categories 1 through 4 pay over 30% for rent plus utilities for some 3 -
bedroom and single family homes. None of the maximum income
household s pay more than 40% for mortgage/HOA plus utilities;

1 As expected, the affordability for households earning at or near the
minimum for each Category decreases.

0 Zero-dependent households have the most affordability problems,
along with most lower -income households in Category 1.

0 Three-dependent households  within qualifying income ranges
would still pay less than 40% of their income to purchase a home in
any Category

25 Source: Employee Housing Survey 2015; see Sectionl1 dExami nati on of APCHA®ds Affordabl e Hou:
for this data .
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Percent of Monthly Income Spenton  Mortgage, HOA and Utilities 26 by APCHA Households: 2015

Catl Cat2 Cat3 Cat4 Catb5 Cat6 Cat7
Dependents / Unit Min Max Min Max Min Max Min Max Min Max Min Max Min Max

0/ Studio 26.8% | 10.7% | 22.3% | 13.9% | 22.7% | 14.5% | 23.8% | 14.4% | 20.0% | 18.7% | 20.8% | 19.0% | 21.4% | 19.4%
0/1BR 35.8% | 14.3% | 27.2% | 17.0% | 25.2% | 16.1% | 25.7% | 15.6% | 21.8% | 20.4% | 22.5% | 20.6% | 23.0% | 20.9%
0/2BR 44.9% | 18.0% | 34.1% | 21.3% | 30.3% | 19.3% | 28.9% | 17.5% | 23.8% | 22.3% | 24.4% | 22.3% | 24.8% | 22.5%
0/3BR 51.7% | 20.7% | 41.7% | 26.0% | 35.7% | 22.7% | 32.3% | 19.6% | 25.7% | 24.0% | 26.0% | 23.9% | 26.3% | 23.9%
0/SF 61.1% | 24.4% | 48.9% | 30.6% | 40.4% | 25.7% | 35.0% | 21.2% | 27.8% | 26.0% | 28.2% | 25.8% | 28.2% | 25.6%
1/ Studio 20.3% | 8.8% | 18.4% | 11.7% | 19.1% | 13.3% | 21.9% | 13.7% | 19.0% | 17.8% | 19.8% | 18.2% | 20.5% | 18.7%
1/1BR 27.1% | 11.8% | 22.4% | 14.3% | 21.3% | 14.8% | 23.7% | 14.8% | 20.7% | 19.4% | 21.5% | 19.8% | 22.0% | 20.1%
1/2BR 34.0% | 14.8% | 28.1% | 18.0% | 25.5% | 17.7% | 26.6% | 16.7% | 22.7% | 21.3% | 23.2% | 21.4% | 23.7% | 21.6%
1/3BR 39.1% | 17.0% | 34.3% | 21.9% | 30.0% | 20.9% | 29.7% | 18.6% | 24.4% | 22.9% | 24.8% | 22.9% | 25.2% | 23.0%
1/SF 46.2% | 20.1% | 40.3% | 25.7% | 34.0% | 23.7% | 32.3% | 20.2% | 26.5% | 24.8% | 26.9% | 24.7% | 27.0% | 24.6%

2 / Studio 12.9% | 7.5% | 15.6% | 11.0% | 17.9% | 12.4% | 20.3% | 13.1% | 18.1% | 17.0% | 18.9% | 17.5% | 19.7% | 18.0%
2/1BR 17.3% | 10.0% | 19.1% | 13.4% | 19.9% | 13.7% | 22.0% | 14.1% | 19.7% | 18.6% | 20.5% | 19.0% | 21.1% | 19.3%
2/2BR 21.7% | 12.6% | 23.9% | 16.8% | 23.9% | 16.4% | 24.7% | 15.9% | 21.6% | 20.3% | 22.2% | 20.5% | 22.7% | 20.8%
2/3BR 25.0% | 14.5% | 29.2% | 20.5% | 28.1% | 19.4% | 27.6% | 17.7% | 23.3% | 21.9% | 23.7% | 21.9% | 24.1% | 22.1%
2/SF 29.5% | 17.1% | 34.2% | 24.1% | 31.9% | 22.0% | 29.9% | 19.2% | 25.2% | 23.7% | 25.7% | 23.7% | 25.9% | 23.7%
3/ Studio 10.3% | 6.5% | 13.6% | 9.9% | 16.2% | 11.5% | 18.9% | 12.5% | 17.3% | 16.3% | 18.1% | 16.8% | 18.9% | 17.3%
3/1BR 13.7% | 8.7% | 16.6% | 12.1% | 18.0% | 12.8% | 20.5% | 13.5% | 18.9% | 17.8% | 19.7% | 18.2% | 20.3% | 18.7%
3/2BR 17.2% | 10.9% | 20.8% | 15.2% | 21.6% | 15.3% | 23.0% | 15.2% | 20.6% | 19.5% | 21.3% | 19.7% | 21.8% | 20.1%
3/3BR 19.8% | 12.6% | 25.4% | 18.6% | 25.4% | 18.1% | 25.7% | 16.9% | 22.2% | 21.0% | 22.7% | 21.1% | 23.2% | 21.3%
3/SF 23.4% | 14.9% | 29.8% | 21.8% | 28.8% | 20.5% | 27.9% | 18.4% | 24.1% | 22.7% | 24.6% | 22.8% | 24.8% | 22.8%

26 Principle and interest are based on a 30  -year fixed, 5% rate with 5% down, and 20% of payment to insurance, taxes and HOA. Utilities are estimated at $0.15 per
square foot based on an average of $182 per month for APCHA households , as reported by employee s on the Employee Housing Survey 2015 .

Navigate, LLC; WSW Consulting; Rees Consulting, Inc . Section 3 - 86



Policy Study: Aspen/Pitkin  County Housing Authority Affordable Housing Guidelines. February 2016

The following chart show the range of sale prices that zero-dependent
households can afford to pay given the income range for each Category, with

charts for other household sizes ( one - through three + dependents) in  Appendix
C.

The affordable range of sal e prices is compared to APCHA sale prices for each

type of home, visually displaying where Category prices may exceed a

househol ddés ability to pay. This analysis suppor
households earning below maximum incomes Category 1 and Categ ory 2 have

difficulty affording maximum sale prices.

For zero-dependent households:

1 The maximum income in Category 1 can afford to purc hase a home for
about $137,000. This is higher than the sale prices for all available unit
types.

9 The minimum income for Category 1 can afford to purchase a $55,000
home. This household could afford to buy a studio based on current
APCHA prices based on the 30% standard.

1 The ability for zero-dependent households earning the minimum incom e
increases with each Cat egory. Thistype of household can afford up to a
one -bedroom unit in Category 2, atwo  -bedroom in Category 3 and
larger homes in all remaining categories.

Figure 9. Sale Prices Affordable to Households Within the Permitted Income
Range Comparedto Maximum APCHA Sale Prices : 0-Dependent Household 27

® Minimum income pr::8tudiom 1BRm 2BR = 3BRm SF m Maximum income price
$729,44

$700,000 $662,770
’ $607,866
$568,649

$800,000

$600,000

8 $500,000
$400,000f———————————————————$345.111

ale P

9 $300,000

$219,616

$200,000 $137,260
$100,008

Category 1 Category 2 Category 3 Category 4 Category 5 Category 6 Category 7
0-Dependent Household by Category

27 Based on the standard that no more tha n 30% of income is used for housing payments, including mortgage
principal, interest, taxes, insurance and estimated HOA . Category 1 minimum  sales prices are calculated from
the estimated minimum incomes in Table 35, above.
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Remaining household sizes ( one -dependent through  three +-dependent) show a
similar pattern of rising affordability as Categories increase. Only one -dependent
households are limited in their selection in Category 1, with generally good

options for other dependent -sized households across each Category.

Based on the above, APCHA may want to consider raising sale prices, mostly in
Categories 2 or highe r, though all Categories have room for increase. This may

be desirable if a goal is to decrease subsidies to the program. Decreased

subsidies to create the higher income Categor ies may permit increased subsidies
to create lowerincome Categories .

Estimated AMI For Sale Prices

The below presents one option that APCHA could consider. This shows the

change in sale prices that would occur if APCHA changed to an AMI system

based on the porting methodology presented in Section 2 d Income, Assets and
Categorie s28 The calculation represents the mid  -point sale price for the AMI
range, meaning that some prices will be lower and some will be higher. As

shown:

9 Sale prices are estimated to increase across the board, with
proportionately higher increases in Category 1 than in other Categories.
Increases average between about 55% to 90% across Categories. 29

1 Part of the reason for this large increase is related to the sale price
assumptions, resulting in households being able to afford homes that are
about 3.9 times la rger than their incomes. As shown in Table 31 at the
beginning of this section, average APCHA sale prices average much less
than this.

1 The interest rate of a loan can have a large impact on affordability,
generally reducing a h pawerbdyhustiovkiBc8% fopur chasi ng
every 0.5% rise in the interest rate. High HOA dues, which are common in
high cost resort communities, can also affect affordability.

28 See Appendix C for details on the calculation methodology and assumptions made.
29 Appendix C has a detailed table showing the percentage change in rents for each unit type.

Navigate, LLC; WSW Consulting; Rees Consulting, Inc . Section 3 - 88




Policy Study: Aspen/Pitkin  County Housing Authority Affordable Housing Guidelines. February 2016

Figure 10. Estimated AMI Sale Prices Compared to Maximum APCHA Sale Prices
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Category 1 Category 2 Category 8 Category 4 Category 5 Category 6 Category |
Affordable sale price estimated based on principal and interest for a 30  -year fixed rate mortgage
at 5% interest rate, 5% down payment and 20% of mortgage for insurance, taxes and HOA and a

mortgage payment that comprises 30% of household income.
Source: Employee Housing Guidelines 2015, Consultant Team.

APCHA Re-Sales

For re-sales of APCHA homes, the deed restriction recorded on the unit controls

the maximum resale price. There are appreciation caps on the Category units
and some RO units. T his appreciation cap varies by property and may allow a

fixed 3%, 4% or 6% increase per year; the lesser of CPI or 3%; or the lesser of CPI or

6%.

It is uncommon for a seller to obtain less than the maximum allowable sales price
despite the condition of  the property, as there are typically multiple bidders. The

buyer purchases Oas is6 based on strong demand ¢
Comparing the average appreciated value for homes in each Category , plus
permitted Capital Improvements  , the average permitted  sale price for existing

homes in 2015 falls in the middle of the permitted range for new unit sales,
except for Category 1. Only homes in Category 1 have appreciated to sale
prices that exceed the targeted price range for new Category 1 units.
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Figure 11. 2015 Resale Value Compared to APCHA Sale Prices by Category:
2015
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Category Category Category Category Category Category Category
1 2 3 4 5 6 7

Sale Price of APCHA Housin

m APCHA Minimum Sale P
(studio)

m2015 Average Resale Valu$93,478 $126,994$194,051$273,368%$430,457 $302,754 $520,77]

APCHA Maximum Sale Prj
(single family) 587,000

110,000 $93,000 $155,000$262,000$365,000$407,000$457,00

$199,000$264,000$371,000$489,000$532,000$579,00

Source: Employee Housing Guidelines 2015, Consultant Team.

The below table compares the incomes needed to afford the average

maximum resale prices to APCHA income limit s. This shows that the average
income needed to afford an average resale unit in all Categories falls below the
maximum income limit for  zero-dependent households.  This indicates that resale
prices on average would be affordable to APCHA Catego ry households.

Table 36. Incomes Needed to Afford Current Sales Prices

Income Limits by Number of Dependents
Category 2015 Income to 0] 1

Average Afford*
Resale Price

$93,478 $23,836 $35,000 $42,500 $50,000 $57,500

$126,994 $32,382 $56,000 $66,500 $71,000 $78,500

$194,051 $49,481 $88,000 $95,500 $103,000 $110,500

$430,457 $109,762 $155,000 $162,500 $170,000 $177,500

$302,754* $77,199 $169,000 $176,500 $184,000 $191,500

1
2
3
4 $273,368 $69,706 $145,000 $152,500 $160,000 $167,500
5
6
7

$520,777 $132,793 $186,000 $193,500 $201,000 $208,500

RO $906,376 $231,117 N/A N/A N/A N/A

Affordable purchase prices are based on a 30 -year fixed, 5% rate loan with 5% down, principal,
interest, insurance, HOA and taxes are assumed to be 20% of the monthly payment. *Category 6
includes some mobile homes in Woody Creek, which are priced below Ca tegory 6 rates, lowering
the average value. Source: Aspen/Pitkin County Housing Authority; Consultant team.
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The below chart better illustrates the discrepar
and specified incomes for each Category. This chart distributes APCHAGS
inventory by AMI based on their labeled Category 30 and compares this to the

unit distribution by AMI based on its actual sale price.

This shows that that sale prices are set very affordable relative to the maximum
incomes specified for each ~ Category . For example, only 2% of units are

classi fGQad e gaog yo0 16 but 21% of wunits are priced a
t hat income qualify for o6Category 1.6 Thi s mear
be increased without compromising affordability for income -qualifying Category
households.
Figure 12. AMI Affordability of APCHA Units Based on Income Category
Designation and the Resale Price of Units: 2015
£ 50% 47%
[
2_ 45%
E 40% m Units by AMI (based on Category)—
g 35% . I
= m Units by AMI (based on sale price)
O 30%
% 25%
O 0
% 20%
S 15% 12%
c
S 10% -
T 4% 4%
a 5% - 1% 1% 1%
0% -
Under 50%50 to 85%85 to 115%15 to 185%85 to 195¥®5 to 215245 to 235%ver 235%
($165,000)($255,000)($381,000)($612,000)($645,000)$711,000)$778,000) (Over
$778,000)
AMI Category
(Maximum Affordable Price in Parentheses)
Source: Employee Housing Guidelines 2015, Consultant Team.
Affordab ility of New APCHA Units Over Time
Two additional factors relate to the affordabildi
1) The affordability of the program to individuals applying to the program over time ,
and
2) The affordability of APCHABItkiCGtunyygakinges to the gr

households as a whole over time.

30 For exam ple, the income needed to qualify for Category 1 is about equivalent to a 50% AMI level on
average 0 all Category 1 units were placed into the 50% AMI bin regardless of their specified price point.
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Affordability to Individuals Over Time . This is analyzed by determining whether
APCHAGs maxi mum rents and sales prices have char
slower rate than Category incomes for newly deed restricted units. If, for

example, maximum rents and  sale prices increased at a faster ra  te than
qualifying maximum incomes, then this means that the affordability of new deed
restricted units has decreased over time for qualified households.

The average income and housing price change is presented below. With few
exceptions, rents have incre ased at either the same or slightly lower rate on
average than incomes  since 2000 .31 This indicates that the base affordability of
the program for new applicants occupying newly restricted rentals has remained
fairly consistent over the years.

Table 37. Average Percent Change in APCHA Maximum Rents and Maximum
Incomes by Category: 2000 to 2015

Time Period Category 1  Category 2 Category 3  Category 4 ‘
% change Income 13% 13% 12% 12%
2000 - 2005 Rent 12% 12% 12% -3%

% change Income 12% 10% 11% 11%
2005 - 2010 Rent 11% 11% 11% 11%

% change Income 9% 10% 8% 9%
2010 - 2015 Rent 8% 8% 8% 8%

Source: Aspen/Pitkin County Housing Authority, Consultant Team.

For ownership, sale prices have been permitted to increase at faster rates than
incomes on average. This varies by Category and unit type, however. Incomes

for households with two or more dependents have increased more slowly than
households with fewer dependents, indicating affordability of new homes for

larger families has decreased over time. Based on the affordability tables

presented above, however, units within each Category are more affordable to

these larger households than to households with fewer dependents, indicating

that sale prices had room to grow and still remain affordable for these
households.

31 The year 2000 was chosen because this was the first year in which APCHA calculated different income
requirements for rentals (based on the number of adults in the household) and ownership (based on the
number of dependents in the household).
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Figure 13. Average Percent Change in APCHA Maximum Sales Prices and
Maximum Incomes by  Category: 2000 to 2015
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Source: Aspen/Pitkin County Housing Authority , Consultant Team.

Affordability to Working Households Over Time . This is analyzed by determining

whet her the change in APCHA®8s incomes has
target -income households over time. If, for example, the specified income range

for each Category has incre  ased to serve a higher target -income household

group over time, then this means that the affordability of the program to Pitkin

County workers as a group has decreased.

Under the current adult/dependent and income -<calcul ation system,
defined inco mes have targeted varying income levels of households over time

for every Category of housing. An advantage of linking income limits to HUD AMI

is that the target income market would remain constant over time.

The below chart shows how the target income level changes over time under

contir

APCF

APCHAGs system. The graph shows the maxi mum AMI

by Category 1 for one -adult (renters) and two -dependents (owners) households
since the year 2000 (in five -year increments). It also shows what AMI| evel would

have been served each year if APCHAOs system hac

system, targeting Category 1 to serve 50% AMI households. As shown:

I The HUD AMI system would have resulted in the program targeting 50%
AMI households in each successive year regardless of household size;
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T APCHAGSs c ur r eacdulationnmetboch eesults in a program that
does not consistently serve the same target income market each year. As
shown, maximum AMI levels have fluctuated from 42% to 50% for one -
adult renter households and from 56% to 64% for two -dependent owner
households; and

1 A similar pattern occurs for all adult and dependent -sized households
across all Categories.

Figure 14. Change in Maximum AMI for Category 1: 2000* to 201 532

m50% AMI Level mAPCHA Max AMI (1-adult;: APCHA Max AMI (2-dependents)
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T 2L 2 2 2
> > > > >
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1 1
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*The year 2000 was selected as a start date because this is the first year for which incomes were
defined for households by both number of adults and number of dependents.
Source: Aspen/Pitkin County Housing Authority, Consultant Team.

Otherimpacts t o t he Affordability of

The focus of affordability is often isolated to the initial sales price and the
appreciation cap. As the housing program has evolved, it has become evident

that other aspects affect the ability to preserve affordabi lity over time, including
deferred maintenance, capital improvements, and interest rates.

32 See Appendix C for charts showing similar changes for Categories 2,3, and 4.
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Deferred Maintenance

As the housing inventory matures, challenges with deferred maintenance have

beco me apparent. In most housing markets, deferred maintenance r esults in a
reduced sales price. Thisfrequently does not occurred upon resale of APCHA

units. Because deed restricted units are in limited supply, priced well below

market and in such high demand, units have often sold for their maximum resale
prices reg ardless of their condition and maintenance history and APCHAOGSs
attempts to enforce minimum standards for maximum sale price. In some

instances, sellers have issued a creditto buyer ds c¢cl osing costs
items) and/or made particular repairs and/or repla cements. Butin many

instances because owners can collect maximum resale prices despite unit

condition, there is little to no incentive for the owner to maintain the unit.

APCHA does require the homeowner to maintain their unit in good repair and, if

a member of an HOA, to pay dues to enable the association to maintain the

exterior and common elements of any shared property. A P CH A Gfercement

of both of these standards, however, is difficult because of vague minimum
standards , limited c o mmuni cati on bet ween APCHA and
only remedy to cure a violation is to force a sale, which is very heavy handed.

0There is desper a-thappyno takena Dt prepertly o totateamyy
price and ddnterdiewtcononend

If maintenance is not performed over time , the cost of homeownership can

quickly become unaffordable. As units have transferred ownership over the

years and awareness of the need to maintain units has increased, APCHA is now
confronted with the challenge of addressing costly deferred maintenance within

the system.

Capital Improvements

An increase in the maximum sales price for certain capital improvements is used
as an incentive to maintain and improve deed restricted units. APCHA adopted

a Capital Imp rovement policy about 5 years ago that allows a 10% increase in
the maximum s ales price for each new owner.  Any capital improvements
associated with health and safety, energy efficiency, water conservation, and
green building product s are exempt fromthe 1 0% cap. All improvements are
depreciated based on the Marshall Swift Residential Handbook.

Although Capital Improvements cut down on maintenance expenses, the
increase in appreciation makes units less affordable over time.
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Interest Rates

Interest ra tes can sign ificantly impact affordability. Even if prices rise faster than
incomes, the units may still be aff ordable if interest rates drop.  Interest rates
peakedintheearly 198 00s during the beginning of
and have trended dow n since then with an extended period of historically low

level s. It is likely that interest rates will increase in coming years giving purchasers
less buying power making homes less affordable.

Comparison to Peer Communities 8 Breckenridge, Jackson,
Telluride, Vall

All five communities have often grappl ed

af fordabl e?d6 For years, they focused on

appreciation at no more than 3%. More recently, their concerns about
preserving affordability overti  me are expanding to take into account the
cumulative impacts of annual appreciation in combination with capital
improvements, special assessments and the need to address deferred
maintenance.

Initial Prices/Rents

Towns have learned through a common mist ake that prices must be set at some
point within the range rather than at the maximum allowed, as has been pushed
when trying to minimize subsidies. Prices at the upper end of the category

eliminate most of the potential buyers/renters with incomes that fa Il within the
category or they force buyers to stretch their resources and potentially own

homes they really cannot afford. Towns have learned to set prices below income
caps. Breckenridge includes a 10% price differential & units with income caps of
90% AMI are priced at 80% AMI. Telluride has an even wider range A Tier 1 units
have income limits of 120% AMI and targets prices at 70% AMI for one bedroom

and 90% AMI for two and three bedrooms.

Price Appreciation Limits

These five towns are committed to p  reserving affordability over time through
limits on appreciation; however, these limits may not be imposed on all units,

they may vary by project or even within developments, and may vary on their
effectiveness at maintaining the affordability of units ove r time. Price caps are
sometimes derived by compromise between officials who advocate that

workforce housing owners should have the same rights for return on investment

as others, or that the market should interfere as little as possible, especially on
units developed by the private sector. In Aspen and Telluride, all units produced

in recent years are price capped. In Vail, the majority of the inventory does not
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have price or rent l i mi ts. Il n Jackson, oOattainat
categories are not price capped.

Resale Price Guarantees

The Recession and softening of workforce housing prices in some communities

(though not in Vail) caused some residents of workforce housing to realize that

their 3% caps on annual appreciation were not guarant ees of 3% appreciation,
despite provisions in their deed restrictions. These inaccurate perceptions still

persist in some towns. In Breckenridge, the lessor of 3% , or the change in the AMI
is strictly enforced even when the AMI decreases. If the AMI decr eases, itis
treated as 0% appreciation permitted for that year. However, in Jackson, if the

AMI decreases the home is depreciated by the change in AMI.

Evaluating Affordability over Time

Changes in affordability over  time have not been regularly eva  luated by
comparing the AMI required to afford the initial price to the AMI needed for
subsequent purchases. Price is not the only factor in this evaluation. Interest rates
significantly impact affordability. So even if prices rise faster than incomes, th ey
may still be more affordable if interest rates have dropped. With interest rates
relatively steady in recent years, this had not been much of an issue but will likely
impact affordability to a greater extent long term.

Capital Improvements

Capital i mp rovements are allowed with limitations. Each town has a list of
improvements, the cost for which can be added to the resale price. Luxury
improvements are not allowed. Towns vary as to the eligibility of additions and to
depreciation of improvements. The Town of Breckenridge allows up to 15% to be
added to the resale price for approved and, in some cases, specified capital
improvements fort he life of the property & once capital i mprovements exceed
15% more than the sale price to the  first owner, then the price of capital
improvements cannot be added to the resale value.

Special Assessments

Special Assessments can be added to the resale price in Vail , Wwhere major roof
repairs were needed on one development due to design/construction issues.

Adding the cos t of special assessments to the price encourages homeowners to
make the extensive work needed rather than opting for a less expensive but
short-term solution. There are problems with across -the -board application of this
approach, however. Special assessmen  ts make the homes less affordable over
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time. If the assessments are due to  deferred maintenance, it could be a form of
bail out for the HOA.

Deferred Maintenance

Deferred Maintenance is starting to become a problem as inventories age, not

only in Aspen b ut in other communities as well. Jackson requires a third party

inspection requiring a standard level of maintenance and allowing some

negotiations between seller and buyer on price. Good communication with

property managers/HOAs will become increasingly i mportant. Vail is concerned

about HOA®S6s holding fees steady and not being pr
improvements when inevitably needed in the future. Breckenridge has learned

that HOAOds are needed to maintain exteriors on
condominiums. Towns have required initial capitalization of reserves, with

Telluride providing seed funding. Towns have not, however, assumed on -going
responsibility for monitoring HOA®8s and ensuring
needed over time to adequately maintain pr operties.
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Section 4 0 Household Size and Qualifications

Purpose

This section analyze s A P C Idy&téns for establ ishing eligibility for housing
Applicants for both ownership and rental housing must qualify for a specific
income category and  number of bedrooms. Income qualification and bedroom
size qualification are based on different standards:

1 Income qualification is based on a dual system with separate criteria for
owners and renters and is not measured by the total number of persons in
the household, but rather the number of adults (for renters) or the number
of dependents (for owners).

9 The number of bedrooms an applicant is allowed to rent or purchase, on
the other hand, is determined based on the total number of persons in the
household for both ownership and rental.

The focus of this section is on how income size is determined and impacts
APCHAGs housing programs. It covers in order:

1 The basis for income compared to bedroom qualifications;

1 The different methodologies for income qualifi cation for owner and renter
households, analyzing the pros and cons of two methodologies versus a
single calculation for household size.

1 The basis for qualifying households for a specific number of bedrooms.

The methods employed by peer communities and H UD programs are reviewed

in each section . This section builds upon information presented previously,

identifyingi ssuesthats houl d be considered wheaystemmfervi ewi ng A
qualifying households

Different Income and Bedroom Qualifications

The two ways by which household size is determined for income category and
the number of bedrooms  qualifications were created  for distinct reasons:

1 The income system was designed to recognize the differences between
households that rent compared to those who own . Counting only
dependents in ownership housing was done since relatively more families
own, while counting only adults in rentals was due to a relatively high
proportion of singles living alone or with income -earning roommates.
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